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A Market Analyst 


How one Man's Study of Trends, Swings and Volumes Enables Him to 
Prophesy 


PARTY blew into the office the 
other day, bringing with him 
some 250 pounds avoirdupois 
and a collection of new ideas on 

the subject of market analysis. 

He had been educated a civil engineer, 
practised as patent attorney, and all his 
life had been digging into the roots of 
things, literally and figuratively speak- 
ing. 

For the past five years, he averred, 
he had been studying stock market 
movements. From all indications he has 
gone more deeply into this subject than 
anyone we have yet encountered. Some 
of the results of his researches are re- 
markable in the éxtreme. 

Naturally we were skeptical, and put 
to him the threadbare question: “If you 
can do all these things, why are you not 
wealthy, and what reason have you for 
explaining it to others?” His reply was, 
“Like most inventors I have spent all 
iny money in experimental operations 
and living expenses while perfecting 
my plans.” 

Whether his plan is definite and ac- 
curate enough to warrant the employ- 
ment of capital sufficient to engage in 
extensive operations, we do not wish to 
decide, but it is certain that he has dis- 
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covered some valuable principles, the use 
of which places him in a class by him- 
self. 

By way of proving his claim that he 
had something new, he proposed that 
we secure copies of daily papers cover- 
ing four months of stock market move- 
ments in any period we might select. 
We were not to disclose to him the dates, 
and he was to demonstrate that he could 
forecast the trend of the market in such 
a way as to enable one to operate with 
profit. 

His preliminary description of the 
plan contained some features which 
recommended it, viz., he did not attempt 
to predict tops or bottoms of the various 
swings; he did, however, claim that he 
could tell when the market had turned 
after it had turned. He always used a 
stop order of 2 points. 

He did not pretend to be able to make 
a profit on each trade, but figured that 
profits would exceed losses over a given 
time. In traders’ markets he expected 
to be frequently caught on stop, and 
over a protracted period of this kind he 
would lose money. To offset these loss- 
es he would make big money when the 
trend started definitely in either direc- 
tion. His plant kept him on the right 
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side of the market, and enabled him to 
accumulate large profits on the big 
swings. 

We wanted to be “shown.” Any- 
one who could do this, it seemed to us, 
could start with $100 and make a mil- 
lion. Remembering Galileo, Columbus 
& Co., who are said to have added some- 


but when a big swing once started he 
was always there on the right side, 
handling his stop orders so as to get the 
full benefit of the swing. 

The period chosen for this demonstra- 
tion was that covered by the months of 
September, October, November and De- 
cember, 1907. He did not know the 


what to the world’s knowledge, 
and considering the fact that 
everybody with a new idea is 
not invariably a subject for the 
insane asylum, we procured the 
necessary papers and arranged 
a date when the gentleman 
could display his ability to 
prophesy. 

At the appointed time he was 
on deck, and with his back 
turned, sleeves rolled up and 
“nothing whatever concealed” 
about him, he demonstrated 
pretty clearly that he had some- 
thing. With a pad and pencil 


he figured while we called off 
the Opening, High, Low and 
Last Sales of each day, to- 
gether with the volume of 
transactions in certain stocks 
and the total transactions for 


the day. He doped out the 
next day’s movements, gave 
his orders as though he were in 
a broker’s office, arranged his 
stops, and traded on paper in a 
remarkably successful way. We 
say successful, not. only be- 
cause the result of his paper 
operations showed a profit, but 
because he demonstrated that 
the market itself displayed cer- 
tain indications which one who 
understood them could read to 
his material advantage. He re- 
minded us of Thomas Paine, 
who, sitting in his prison cell 
analyzing the Bible from mem- 
ory, showed that the proof of 
its fallibility was contained 
within its own pages. 

Every transaction made by 
our prognosticator was care- 
fully protected by a 2 point 
stop order. As previously indi- 
cated, he was frequently caught 
in narrow, traders’ markets, 








Record of Results. 


Results of hypothetical 100 share transactions 
are given below. Commission and tax charges 
are deducted at the end. No allowance for in- 
terest. 

Loss Profit 
Ist trade $200 
—.* $ 100. 
3d 100 
4th 400 
5th 112.50 
6th 
7th 
8th 
oth 
1oth 
11th 
12th 
13th 
14th 
15th 
16th 
17th 
18th 
19th 
20th 


1,100 


1,312.50 
212.50 


3,650 
Com. on 20 Trades..... 
Tax on 20 Trades 


1,990 


Se EIR ciccctaan samasesou $1,660 


This is at the rate of about $5,000 a year. 

At no time did the account show a loss of 
more than $200 and commissions. Capital re- 
quired, $1,000, although more might have been 
necessary had there been a protracted traders’ 
market in which a number of small losses had to 
be taken. 

At whatever point during the four months 
the operation was begun, the loss at no time 
would have reached $500 before profits were 
realized. 
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dates, and had no method of anticipating 
the swings other than the daily transac- 
tions as they were read off to him. It 
took four hours to complete the opera- 
tion; his work throughout being impres- 
sive, proving as it did, what can be ac- 
complished by careful ‘and patient study 
of the stock market. 

In his own words his experience and 
some of his discoveries are as follows: 

“My plans and methods are the result 
of five years of concentration on this 
subject, my education and training hav- 
ing peculiarly fitted me for it. At first I 
accumulated a mass of data and statis- 
tics, but it was years before I began to 
see daylight on the proposition. All the 
while I kept searching for a basic prin- 

ciple, as it seemed to me that some indi- 
cation of the market’s movements must 
be contained in the market itself. 

“In the course of my studies I prob- 
ably evolved forty or fifty different plans 
of operation which I would test and 
tabulate. The majority, of course, were 


discarded altogether, but from each I 
learned something. At times I would 
take a plan which showed the poorest 


results, reverse its operation, and get 
something good. 

“To show the thoroughness with 
which I have gone into this subject, I 
found that a knowledge of accountancy 
was necessary to a careful system of 
recording. I therefore took such a 
course. An important part of my rec- 
ords now consists of a regular double 
entry set of books, including day book, 
journal and ledger. Each ledger account 
contains the records of the stock, the 
movements of which were under consid- 
eration at the time. 

“My method of recording results and 
indications in this way, enables me not 
only to observe the immediate trend of 
the market, but to note the beginning or 
end of the longer price movements, com- 
monly called bull and bear markets. My 
records also show whether or not stoc\s 
are being accumulated or distributed. 

“For example, my ledger showed me 
on March rst that Reading was being 
distributed and Union Pacific accumu- 
lated on a rather extensive scale—more 
than would be justified by smal! price 
movements. This led me to believe that 


prices of the two stocks would spread 
in the immediate future. By the 23d of 
March prices of the two stocks were 8% 
points further apart. This difference 
has since widened 5 points more. 

“I base my calculations partly on a 
certain balance of price movements and 
volumes of transactions; I obtain a pro- 
portion between that balance and the to- 
tal volume of all stocks dealt it on the 
Exchange for that day. This gives me a 
factor which indicates the probable di- 
rection of price movements in the imme- 
diate future. No one can predict the 
turn of the market, but I claim that the 
market itself indicates when a turn has 
been made. 

“Instead of selling on a strong rally, 
bucking an upward trend in the hope of 
catching the reaction, I prefer to wait 
until the rally has run its course and the 
downward movement has actually begun. 
My observation of numerous traders and 
their methods has convinced me that a 
large percentage of losses are sustained 
by attempting to pit individual judgment 
against a decided swing in either direc- 
tion. My records prove that it is better 
to go ahead with the movement. 

“Broadly speaking, the long swings in 
the market are in accordance with the 
fundamental conditions of finance and 
business throughout the world. During 
these long swings, however, there are in- 
termediate movements, limited in extent, 
due to manipulation, the temper of the 
public, and minor influences. These 
movements are limited by the commer- 
cial principle of supply and demand. 
The moment a stock is offered at less 
than its intrinsic worth it will tend to 
draw buyers; conversely, when the price 
of a security is artificially advanced be- 
yond its real value the tendency on the 
part of holders and short sellers will be 
to sell; through this principle price 
movements are limited both ways. 

“The trend of the market can be de- 
termined through a study of the limita- 
tion in movement which the market 
itself may manifest at any particular 
period. 

“Stock market movements can be re- 
duced to a percentage basis with cer- 
tainty as to results, the method used 
heing similar to that employed by insur- 
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ance actuaries. Insurance companies 
have frequent losses, but, disregarding 
great catastrophes, risks are carefully 
calculated on a percentage basis. So a 
speculator who reduces all chances 
against him to a minimum, retaining 
everything in his favor, can, with a 
knowledge of the mathematics of Wall 
Street, speculate with every confidence 
that his account will show a balance in 
his favor at the end of a reasonable 
period. 

“Just a few little points to show some 
of the advantages accruing from a close 
study of this subject: The majority of 
people who witness an advance of 3 or 
4 points in a certain stock during one 
session, will not buy that stock on ac- 
count of the advance it has enjoyed. 
Now the facts are that the three o’clock 
gong has no relation whatever to the 
termination of the market movement. 
The exchange is closed each day in or- 
der to give an opportunity for balancing 
the books, as well as for rest and re- 
cuperation. In the great majority of 
cases such movements are continued the 
next day. One has only to consult past 
records to find that when a stock closes 
at the top price it is a better purchase 
than sale. Conversely, when it closes 
close to the lowest, it is a better sale than 
purchase. The usual run of traders act 
contrary to this principle. 

“The price of securities rise and fall 
asa result of supply and demand, as do 
prices of all merchandise. Anyone who 
can accurately gauge the supply of 
stocks has a fairly accurate index of 
future price movements, that is to say, 
accurate enough to enable him to catch 
the longer swings of the market. 

“Jay Gould said: ‘Watch the volumes.’ 
It may take years for a trader to learn 
how to watch the volumes and become 
proficient enough to detect turning 
points, but the ultimate reward would be 
well worth the trouble. 

“The comparative uniformity of mar- 
ket swings is illustrated in the acom- 
panying chart. There are several dis- 
tinct phases of the market to be consid- 
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ered in connection with price movements. 
(1) The ten-year phase between maxi- 
mum prosperity and panic; (2) What | 
designate as the forty-two month trend, 
being the time intervening between the 
tops of long movements; (3) The 
smaller or shorter swings up or down 
which may be considered the semi-an- 
nual movements; (4) The. smaller 
monthly or daily movements. It seems 
difficult to analyze these various swings, 
but a close study of volumes and the 
use of carefully drawn charts (a chart 
is the most convenient form for record- 
ing past movements), will develop in the 
student the ability to determine closely 
enough for all practical purposes, the 
position of the market at any time.” 


Since the above was written, this ex- 
pert has added to his laurels. He came 
in one day, just after the close of a very 
dull session on the New York Stock Ex- 
change—a day when Union Pacific hung 
between 128 and 129 and closed at the 
latter figure. The market had been life- 
less for some time and there were no in- 
dications of a swing in either direction. 

“For your information,” said he, “I 
have just been over my books and sized 
up the situation. The figures show clear- 
ly that, beginning from now, we ought 
to have a strong upward movement with 
Union Pacific in the lead. How far the 
advance will go, I cannot say at present, 
but it will be more than a few points.” 

Within the next two days Union Pa- 
cific enjoyed a rise of nearly five points. 
In ten days it advanced 10 points and has 
since sold above 150. ; 


[Ep. Nore.—It is evident that new 
principles have here been suggested 
which, with further development, may 
prove extremely valuable. 

We submit the above to our readers 
with the request that any of them who 
have made researches along this line, 
and who may wish to report results, 
will be given a hearing in these columns 
so far as circumstances will permit. ] 
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A Chart Record and Forecast 


This chart shows intervals between tops and bottoms on the long swings of the market. 
According to this method of calculation, the top of the present swing should be reached in 
April, 1909. The accuracy of the estimate is apparently demonstrated by the fact that on 
April 1st this year the average prices stood exactly at the point called for by the 39-months 
interval between the last and the next high point. It may be inferred that prices on the 
present upswing will not reach the high level of 1906, and that the next extreme depression 
will occur in 1912. A striking fact is that the last big decline corresponded in extent (within 
3% per cent.) with the bull market of 1900 to 1902; also that the rise called for in the present 
upswing should equal in extent the decline in 1903. This chart and accompanying calcula- 
tions are by the expert mentioned in the foregoing article, 





Investment Return 


By Charles E. Sprague 


President Union Dime Savings Institution, New York City 


and instructive article, 
“Net Return upon the Investment,” 
I think that he does injustice to his 
own tables of bond values; he states in 
effect that they are not based upon the 
correct principles. I must contend that 
his tables, like those of Price, Deghuee 
and others, are based upon a correct 
principle, and that any other principle 
would not give the true value on a given 
basis. 

The error is where he admits “that 
tables of bond values are based upon 
the fundamental principle that the hold- 
er of the bond is expected, at the ma- 
turity of each one of the coupons, to re- 
invest a sufficient portion of the interest 
money received and keep it so invested 
until the maturity of the bond, so that 
the face value of the bond added to the 
accumulation of re-invested interest will 
at its maturity be exactly equivalent to 
the original cost of the bond.” In other 
words, that the amortization depends 
upon reinvestments, 

With this I cannot possibly agree. I 
think the true doctrine is that “a suffi- 
cient portion of the interest money re- 
ceived” must be subtracted from the 
premium paid so that the bond will be 
exactly reduced to par at maturity, the 
holder receiving as income the remainder 
of the coupons, which will be exactly the 
interest at the basis-rate on the gradually 
diminishing investment. Instead of re- 
investing, he has had his investment 
repaid, What he then does with the 
money may be interesting, but it has no 
bearing on the fact of what he has 


N Mr. Montgomery Rollins’ very 
I readable 


For example, you buy a $100 bond 
bearing 6% coupons payable semi-annu- 
ally, and one year to run, and you are 
willing to pay such a price as will give 
a net return of 4%. Mr. Rollins’ tables 
say that this price is $101.94, and this is 
absolutely correct. Let us test it. At 
the end of the first half-year you collect 
a coupon of $3.00. As your investment 
is $101.94 and your income is at the rate 
of 4%, all that you can credit to interest 
is $2.04, being 2% of $101.94 to the 
nearest cent. Therefore, your coupon is 
to be credited to two sources: 


1. Net returns on $101.94 
2. Repayment on premium 


What you do with the ninety-six cents 
for the coming half-year has nothing 
whatever to do with the fact that you 
have received 4% for the past half yéar. 
You may invest it in any way you like, 
profitably or unprofitably, but you can- 
not wipe out the fact that you have col- 
lected 4%. 

Your investment is now reduced to 
$100.98, which is also corroborated by 
Mr. Rollins’ tables, On this the interest 
is $2.02 and the $3 coupon is: 


Net return or income 
Re-payment in full of premium. . 


$3.00 


Without any regard to re-investment, 
is it not absolutely certain that you have 
received 4% interest on every dollar so 
long as it was invested? 


earned. 
WW 





In the Realm of Amalgamated 


By M. J. O'Shaughnessy 


Tracy & Co. 


the world. 
There are few persons, places 
or things to which this adjective 
can be properly applied but “great” is the 
one word that adequately describes the 
barren uncouthness, the reckless extrava- 
gance, the violent feuds, the skilled en- 
ergy, and the vastness of the undertak- 
ings of this unique settlement of 75,000 
miners and their families in their mod- 
ern city on a plateau, high up in the 
Rocky Mountains. 

Butte has a short history, but one re- 
plete with violent industrial and political 
controversies; gigantic struggles with 
Mother Earth to force the giving-up of 
her treasure ; and with stories of millions 
made and squandered. 

Back in the early sixties, a few sturdy 
and adventurous men fought Indians 
and suffered dire privations that they 
might wash the gold from the sands of 
Silver Bow Creek. It “came easy” and 
was mostly squandered in the gambling 
hells and other dives of Frisco. The 
placer gold soon petered out. The place 
was almost deserted when the few deter- 
mined men who remained, with pick and 
windlass discovered the silver mines on 
“the Hill.” 

The ore was rich and near the surface. 
The community grew and prospered, un- 
til, as the shafts grew deeper, the ore 
rapidly changed from silver to copper. 
The second crisis was upon the commu- 
nity. Methods of reducing such ore to 
metal were unknown; even if they had 
been, what was copper to men who knew 
only gold and silver? Again the faint 
hearted began to leave and Butte seemed 
destined to take its place among the many 
abandoned precious metal camps. 

About this time (the early eighties) 


B tte: is the great mining camp of 


the railroad was run into Butte from Salt 
Lake City, this line now being part of 
the Union Pacific System. A German in 
the latter city succeeded in perfecting a 
process for reducing the ore—practically 
in the manner now used. Shipments of 
ore were made to the Atlantic Coast and 
to Swansea in Wales, but values were 
entirely consumed in the cost of transpor- 
tation. A little later, W. A. Clarke start- 
ed a small smelter and turned out copper 
matte, and Marcus Daly interested Hag- 
gin and Hearst in the Anaconda Mine. 

Simultaneously, the application of elec- 
tricity for transportation and other pur- 
poses became general; the demand for 
copper consequently increased at a rapid 
rate and Butte entered on its hey-day. 

This was a period of countless dra- 
matic incidents—the rush to stake out 
claims; the desperate encounters of 
claim jumpers each New Year’s Eve; the 
pathetic lack of some foresight in aban- 
doning claims that have since become im- 
mensely valuable; the bitter Clarke and 
Daly fight, and the later struggie, still 
fresh in the public mind between Heinze 
and the Amalgamated Co. 

Butte to-day is a modern city. Just to 
the west is the big butte, hence the name. 
At present, for the first time in its his- 
tory, the town is at peace, although the 
scars of the last bitter fight are fresh 
enough to divide the community in its 
sympathies. It is a white man’s camp— 
a far less proportion of the scum of 
southern Europe is found here than in 
other camps. Labor is well organized. 
The Miners’ Union is a rich and well 
managed body, working in fair harmony 
with the managers of the mining com- 
panies. Trades unions are troublesome, 
exorbitant and vicious, 

There are about 


12,500 men em- 
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ployed below ground and as many more 
on the surface. They are all well paid, 
apparently contented, live exceedingly 


well, but are generally improvicdent. They 
are hard and skilled workers. 

Butte nowadays is a “one company” 
town, the Amalgamated, of course, dom- 
inating. The city presents the bleakest 
possible appearance ; not a sprig of green 
is to be seen as far as the eye can reach. 
The buildings generally are low and not 
at all imposing. There are perhaps a 
dozen pretty homes and twice that num- 
ber of decidedly substantial business 
blocks. The shops are large, handsomely 
fitted up and as well stocked as in any 
city ten times its size. There is at least 
one good hotel. The theatres are miser- 
able, but present the very best attractions 
and are well patronized. There are 
churches for all denominations, including 
the Roman Catholic, Schools are numer- 
ous and well appointed. The Public Li- 
brary is well patronized, the club quite 
pretentious and the School of Mines an 
excellently conducted institution. 

The city is remarkably well lighted by 
electricity. Saloons are open all night 
and shops until midnight. Vice is shame- 
fully open, but gambling is conducted 
quietly, The streets are alive with miners 
twenty-four hours a day, as the men 
work in three shifts of eight hours each, 
changing at 7 A. M., 3 Pp. M. and II P. M. 

Few realize, and it is difficult to de- 
scribe in a short article, the magnitude 
of the operations conducted in this great 
mining camp, which includes the smelters 
of Anaconda and Great Falls, where the 
ores mined in Butte are reduced to metal. 

The entire industry is dominated by 
the genius of John D. Ryan, who 
stands unquestioned as one of the great- 
est executives in this country. In addi- 
tion to mining copper and silver, the op- 
erations of the Amalgamated Company 
include coal mining, lumbering, mer- 
chandising and railroading, the latter be- 
ing carried on principally by the Ana- 

conda Company. 

The Amalgamated Company preserves 
the identity of its subsidiary companies 
which include the Anaconda, Butte & 
Boston, Boston & Montana, Parrott, 
Trenton and Washoe Companies. The 
North Butte and Butte Coalition are not 
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subsidiary, but are closely affiliated. Add 
to these, Senator Clarke’s mines and 
smelter and the Pittsburg & Montana 
Company, and you have the operating or- 
ganizations of Butte. 

The mining area is about five by seven 
miles. The town is built over the mines. 
There are hundreds of miles of cross- 
cuts and drifts, connecting most of the 
shafts, so that one can go down the west- 
ernmost shaft, journey for days under 
the ground and come out at the Leonard 
on the extreme east. 

The deepest shaft is down 2,800 feet. 
Immense holes (stopes) many hundred 
feet in area and as much as 1,000 feet 
high have been excavated under the 
town, the ore removed and the surface 
supported by a network of timbers. 

It is an experience never to be forgot- 
ten, to drop in a cage four feet square 
in pitch darkness, 2,000 feet down a shaft 
in less than a minute, and come up on a 
large air-pumping plant, a beehive of in- 
dustry in the bowels of the earth, stables, 
etc., all alive with miners boring with air 
drills, blasting and loading the ore into 
cars, which are being continuously hoist- 
ed to the surface. One car comes down 
the shaft as the other goes up and brings 
timbers, supplies, empty cars or men. 
Each too feet down these shafts are tun- 
nels, run out into the earth and from 
these again are run drifts along the veins 
in irregular directions. The above de- 
scribed “stations” are centers of activity. 

A mining claim is 1,500 x 600 feet, but 
shafts are only sunk on a few claims, the 
others being worked by cross-cuts from 
these shafts. The surface plants at these 
shafts are very imposing. They consist 
of immense gallows frames, engines for 
propelling the cages, compressed air ap- 
paratus, furnishing air for ventilation, 
for operating boring-drills, and pumps 
for raising the water encountered in 
sinking the shafts. Each of these is sim- 
ilar in extent to a lighting and water 
plant for a city of 100,000 inhabitants. 

The Anaconda Company operates ro 
of these plants, the Boston & Montana, 





$3 the Butte & Boston, 4; the Washoe, 

; the Trenton and the Parrott, ‘r each ; 
the Butte Coalition, 6; North Butte, =: 
Senator Clarke, 3, and the Pittsburg & 
Montana, 2, 
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A network of railroad tracks connects 
all of these shafts with the Great North- 
ern, Northern Pacific and Chicago, Mil- 
waukee & St. Paul Railroads, as well as 
the Butte, Anaconda & Pacific, which 
was built to handle the ore between the 
Butte mines and the Washoe smelter at 
Anaconda. This is a double track, rock 
ballasted railroad, twenty-seven miles in 
length, splendidly equipped and is con- 
trolled by Amalgamated Company. It is 
said to carry over 12,000 tons of freight 
per day. 

Anaconda is a model town of about 
6,000 inhabitants, of which 3,000 men are 
employed at the Washoe smelter, This 
plant is a marvel in its immensity, eco- 
nomic arrangement and management. It 
is impossible to describe, but the follow- 
ing figures give some idea of its magni- 
tude: 
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ergy of the men who conduct this busi- 
ness. Assisting the master mind, John 
D. Ryan, in the various departments of 
the Amalgamated, are Messrs. John Gil- 
lie (second in command), Goodale, 
Adams, Dunschee, Mathison and Wheel- 
er. Messrs. Carson, Rohn, Woulthrop 
and Wethey have also contributed to the 
development of Butte by the careful 
management of the various companies 
of which they are the operating heads. 
The normal production of the Butte 
district per annum is about as follows: 


DT nctenreaneees 325,000,000 Ibs. 
re 12,500,000 ozs. 
en 50,000 ozs. 


The cost of producing copper in Butte, 
crediting the precious metal values to the 
cost of production, is between 10 cents 





Operations of the 


Amount of ore that can be treated.... 
Lime rock from adjacent quarries. ... 
et ac 


Coal for Reverberatory use.......... 
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Water, per minute, 35,000 gallons. 
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Washoe Smelter. 

In 24 Hrs. 

10,000 tons 

2,300 tons 
650 tons 
500 tons 
500 tons 


Men employed in and around Anaconda, 3,000. 


Monthly payroll for above, $300,000. 





The smelter at Great Falls, on the 
Great Northen Railroad, is about one- 
half the size of the Washoe, above de- 
scribed; both are owned by the Amal- 
gamated Company and reduce all of the 
ore of Butte to blister copper with the 
exception of the product of Senator 
Clarke’s mines, handled at his own smel- 
ter at Butte. 

We have given but a feeble idea of the 
immensity of the operations carried on in 
this district. 

Remote from Butte, but managed by 
the same men, coal mining is conducted 
on a large scale by the Amalgamated 
and the Anaconda Companies, Extensive 
operations in lumbering and general mer- 
chandising also form an important source 
of revenue to these concerns. 

A careful observer is particularly im- 
pressed with the ability, loyalty and en- 


and II cents per pound, running the av- 
erage ores of the camp, but the cost can 
be materially reduced by increasing the 
proportion of high-grade ores worked. 
The policy in this respect is dictated by 
the price of the metal. The average cop- 
per contents to the ton of rock is between 
fifty-five and sixty pounds. There is 
probably in sight in the Butte mines fif- 
teen years of supply of ore at the present 
rate of production (now running full). 

No one dare place a limit to the life 
of these mines, as the supply of ore, 
from present indications, is practically 
inexhaustible—the only limit is the depth 
at which men can work in the bowels of 
the earth. 

A mere fraction of the operations in 
Butte is the recovery of some 300,000 
pounds of copper per month by passing 
the waters pumped from the mines over 


























scrap iron. The copper is carried in so- 
lution in the water as a sulphate ; coming 
in contact with the iron, sulphuric acid 
is generated, liberating the copper and 
precipitating it to the bottom of the 
tanks. 

The mining area of the camp has 
been largely extended of late, as a re- 
sult of the discovery of what promises 
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to be valuable mines in the eastern sec- 
tion of the camp, where a number of 
companies are sinking shafts with every 
promise of success, 

Such is the world’s center of copper 
production, and if our short story has 


not vindicated the use of the word 
“great” it is because we have not done it 
justice. 


Margins and Stop Orders 


By Rollo Tape 


HE subject of margins is a vital 
one in Wall Street. Many peo- 
ple coming down here for the 
first time, bring along the im- 

pression that a_ broker 
who will accept their 
trades on a 5 point mar- 
gin is much more desir- 
able than a house which 
exacts 10 points. A more 
absurd idea could not be 
imagined. 

Others believe that ifa 
broker will carry South- 
ern Railway on 5 points 
he should carry Union 
Pacific on the same 
terms. In our experience 
we have known many 
people who refused to do 
business with certain 
houses because they ex- 
acted “ro points kept 
good.” 

Now this principle is 
all right if one is dealing 
with a bucket shop; in 
such cases the less you 
have “up” the better. The 
reason why a bucket shop 
can accept business on a 
2 point margin is appar- 
rent—it does not pay for 
its purchases of stock, the 
margin representing a de- 
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posit on account of a bet. A legitimate 
house, however, requires a lot of capital 
to properly finance marginal purchases. 
Take a transaction involving the pur- 
chase of 1,000 shares of 
Union Pacific at 125. The 
client would put up as 
margin 10 points, or $10,- 
ooo. Next day, when the 
stock was delivered, the 
brokerage house would 
pay out its check for 
$125,000, making the net 
amount advanced on the 
purchase $115,000. The 
broker must produce this 
latter amount either from 
his own capital, or from 
funds borrowed from a 
banking institution. As- 
suming that the amount 
to be borrowed, the 
broker takes the 1,000 
shares of Union Pacific, 
and $13,000 worth of 
other securities—$1 38,000 
worth in all, and_ bor- 
rows thereon the required 
amount—$115,000. Thus 
he has tied up $13,000 of 
his own funds; this is 
why brokers require large 


1S 
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— capital to carry _specula 
= tive accounts. Disregard- 
— ing the amount borrowed 
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from the bank, the broker is putting up 
$13,000 of his own money against $10,- 
000 deposited by the client. If the price 
of Union Pacific shrinks the bank 
promptly calls upon the house for more 
margin; it, in turn, calls upon the client. 
When these margin calls come from the 
bank there is no time for delay or ex- 
cuses ; more margin must be forthcoming 
at once or the bank will sell out the loan. 
In the face of this, is it not astonishing 
how some brokerage houses will allow 
their clients’ margins to run down, and, 
in some cases, permit them to become 
exhausted and the accounts to run into 
debt before closing them out? 

The following table shows how the 
capital of a brokerage house is chiefly 
utilized, and why traders should respect 
the demand that margins be “kept good.” 

Broker Must 

Deposit With 
Bank from Which 


Money is Borrowed 
Securities Valued a 


$500 
1,000 
1,500 
2,000 
2,500 
3,000 
3,500 
4,000 
5,000 
6,000 


Customers 
Usually 
Deposit 

With Broker 


Ona 
Stock 
Selling at 


25 $500 

50 1,000 

75 1,000 
100 1,000 
125 1,000 
150 1,000 
175 1,500 
200 1,500 
250 2,500 
300 3,000 


Tell me the policy of a house on mar- 
gin calls and I will tell you whether that 
house will stand. 

The margin system resembles a good 
many other things in this world—it is of 
great advantage when judiciously em- 
ployed, but becomes a boomerang when 
misused. 

The house which caters to the slim 
margin trader is simply erecting a tobog- 
gan-slide on which the whole outfit will 
go crashing down to ruin. 

He who buys on a slim margin is over- 
trading. r 

Overtrading is the greatest cause of 
loss in Wall Street ; overtrading is finan- 
cial suicide. It makes no difference 
whether you are building a string of 
railroads across the continent; buying a 
chain of banks by hocking each with the 
other ; running a blind pool ; attempting a 


corner; or merely trading in 10 shaié 
lots; if your commitments are larger 
than your capital warrants, you are invit- 
ing disaster, and will soon be numbered 
among the ghosts and has-beens of Wall 
Street. 

The question is often asked: Is a 10 
point margin sufficient? One might just 
as well inquire, How much would you 
pay for a house? or, What does an 
Easter bonnet cost? It depends entirely 
upon circumstances. 

I know of a man who, as an initial 
trade in the stock market, bought 100 
Great Northern preferred at 300. He 
put up $10,000 margin on this 100 
shares—100 points—and thought he 
was safe beyond all question. Yet he. 
was sold out in a panic—lost the whole 
amount. When he made the trade it was 
doubtless on a tip, regardless of the fact 
that the price of the stock had doubled 
in two years and was then fairly close 
to the top of its up-swing. If he had 
used a stop order, thus limiting the 
amount he was willing to risk on that 
transaction, his action would have been 
more justified. Still he was no worse 
than a trader who bought Steel common 
at 50 on 2 15 point margin without 
further available resources. 

No fixed rule governing margins can 
be laid down, but judging from past ex- 
perience the following suggestions may 
be of some value to those in doubt : 

For active trading at the ticker where 
the operator is constantly on the watch, 
and provided a stop order is used, 
5 points is usually sufficient on stocks 
selling below 35, and 10 points on those 
selling from 35 to 150. It is a self-evi- 
dent fact that the lower the price of a 
stock, the more narrow its range of fluc- 
tuation. Pick up any daily paper and 
look over the active stocks in yesterday’s 
sales. You-will find that the range of 
Steel common for the day was about one 
per cent. Taking a higher priced stock, 
such as Smelters, and we find a range of 
2%. In Reading and Union Pacific, still 
higher in price, we find about 3%. In 
the present state of the market there 
are few active stocks selling at much , 
higher figures than this, but it will be 
remembered that when Great Northern 
was selling above 300, it would some- 
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times range 20 points for the day. Fol- 
lowing this idea out, if 5 points is suffi- 
cient for Steel common at 35, Great 
Northern at 350 would require 50 points. 

To illustrate why we advocate the use 
of these margins only with the additional 
protection of the stop order: The writer 
once knew a trader who bought 200 
shares of Sugar, put up a 10 point mar- 
gin, and went out to lunch. When he 


returned at the end of half an hour he 
found his margin wiped out and himself 
bad, the stock having 


5 points to the 
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pen to upset this. You may get the in- 
formation from a telephone boy on the 
Exchange at three minutes of ten, just 
after he has handled the order himself. 
Still you would have no guaranty; the 
order may be canceled at one minute of 
ten, immediately after the opening, or 
before the purchase has been completed. 
The market may show a downward tend- 
ency, and the buying limits be reduced. 
Any number of things may occur to up- 
set the deal and render the information 
valueless. 





broken 15 points 
during the in- 
terim. This sim- 
ply indicates 
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2 


\ speculator 
who would put 
up 10 points on 
a trade of this 


that no one 
should buy 
stocks on mar- 
gin without a 
stop order at 
some price, or 
unless he is will- 
ing to take an 
investment posi- 
tion on the 
stock, practically 
paying for it 
outright if it 
goes heavily 
against him. 

In making this 
statement we are 
perhaps laying 
ourselves open 
to a lot of criti- 
cism, but we are 
willing to stand 
on it, as any 


Keeping a liberal margin is decidedly to your advantage. 

It prevents over-trading. 

Over-trading is the cause of more losses in Wall Street 
than any other one factor. 

Experience has undoubtedly taught you that your judg- 
ment is much clearer if you are working on plenty of mar- 
gin: but if you are getting close to the exhaust point, you 
usually become nervous and do the wrong thing at the 
wrong time. 

Keeping a big margin also reduces your interest charges. 

If you think we are unreasonable in our margin calls, 
bear in mind that banks from whom we borrow our 
money require a margin of 20 per cent. on the MARKET 
value of stocks. For instance if you bought 100 Union 
Pacific through us at 135, we would require $1000 mar- 
gin. If we borrowed money from our bank on this stock. 
we would have to deposit $2,700 margin. 

What is more, it is not safe for you to do business with 
a house which carries its customers accounts on slim mar- 
gins. 

Our constant aim is to make your market operations suc- 
cessful. One of the requisites of a successful trader is 
keeping a liberal” margin. 


kind, see it go 
against him the 
first fifteen min- 
utes, watch it 
sag and slump 
thereafter, and 
still hang on to 
it, simply be- 
cause he cannot 
get out without 
a loss, is a com- 
mon, ordinary 
damphool, and 
deserves to lose 
his money. 

The transac- 
tion being made 
for the specific 
reason that buy- 
ing orders are 
to be executed 
which will ad- 
vance the stock 


other course 





immediately af- 








sooner or later 
leads to loss of 
working capital. It matters not whether 
you are buying on a tip, on intrinsic 
value, or because a panic prevails, LIMIT 
YOUR LOSS UNLESS YOU WISH TO TAKE AN 
INVESTMENT POSITION. 

Take a few of the everyday motives 
which lead men to buy stocks: 

You have a tip that some large buying 
orders are to be executed in a certain 
stock at the opening. Your judgment 
tells you that this should bring about an 
advance of 2 or 3 points. Now there 
are a thousand things which might hap- 


How One Broker Put the Margin Question Up to His Clients 


ter the opening, 
a stop order of 
¥ or 34 of a point should be placed 
on the purchase when the order is 
given. The information may be good 
up to ten seconds after ten and be worse 
than valueless at 10:01%. To stay with 
it if it does not go according to schedule, 
and to hang on simply because the trade 
cannot be closed without a loss, proves 
that the operator has yet to learn his 
AB C's. 

Take another example: The barber 
who shaves a member of the firm of 
Kuhn, Loeb & Company, tells you of 
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some conversation he has overheard, 
which seems to indicate that Union Pa- 
cific is being picked up at this level. (If 
you wish to operate on such unstable in- 
formation, it is your money.) Even if the 
informant is unusually accurate, and the 
action of the stock on the tape shows 
accumulation and an advancing tendency, 
it is foolish to trade without a stop order. 
The market situation is changing every 
minute, and nothing is more uncertain 
than the plans of manipulative interests. 
They constantly set their course accord- 
ing to chart, compass and barometer, 
and may at any moment raid a stock for 
the purpose of shaking out weak hold- 
ers. Any one trading on such informa- 
tion without the use of a stop order will 
enjoy a very brief Wall Street career. 
Suppose you buy a stock in a panic 
because you figure it is selling below in- 
trinsic value and is therefore cheap. 
Union Pacific as a 10% stock was cheap 
at 125, yet it broke at 100%. Even a 25 
point margin would not have protected 
such a purchase, as a broker who runs his 
business on a sound basis requires at 


least “10 points kept good” in ordinary 
times and from 20 to 50 points in a 
panic, 

A common mistake among traders is 
buying or selling a stock for one reason 
and, when the deal does not turn out sat- 
isfactorily, making excuses for continu- 


ing the commitment. We have seen 
thousands of traders do this to their ulti- 
mate regret. After absorbing all the 
bullish enthusiasm contained in several 
daily newspapers, a trader will “come 
to the conclusion” that the market is 
going up, and buy 100 shares of say 
U. S. Cast Iron Pipe. The fact that this 
stock does not represent the general mar- 
ket makes no difference. He is bullish 
and this is “a good stock,” and should 
advance with the others. 

Stocks like Reading, Union Pacific 
and Steel do advance, but Pipe hangs be- 
hind the rest, and closes lower than the 
previous day. He begins to make ex- 
cuses; to ask other people’s opinions; 


to look up its earnings; estimate on its 
profits for this year, etc. Finding much 
to encourage him, he hangs on to Pipe, 
sees the general market turn and decline 
to a lower level. His opinion of the im- 
mediate market outlook may change, and 
he may become bearish; still he hangs 
onto Pipe, because he has a loss in it an‘ 
wants to get out even. His original idea 
in making the purchase is entirely lost 
sight of. Finally a bad break occurs; 
he is called upon for margin; gets ex- 
cited, and parts with his Pipe at a figure 
close to the lowest it has ever sold. 

Hig mistake, was in not placing a stop 
order within one or two points from 
his purchase price. 

If you, individually and collectively— 
traders great and small—will look over 
your record of transactions, you will re- 
call many an instance where you made 
this identical error. 

To answer the question: Is a 10 point 
margin safe? We should say, yes, if you 
use a stop order, otherwise, no, and if 
you don’t mind a bit of advice, make up 
your mind before engaging in a transac- 
tion, whether you are taking a specula- 
tive or investment position. If the for- 
mer, use a stop order; if the latter, put 
up all the margin you have available, or 
pay for your stock outright. 

The point at which a stop order should 
be placed depends upon the range of 
fluctuation, the character of the stock, 
the quality of the information, the 
amount of loss you are willing to take, 
and the number of other considerations 
which will readily present themselves at 
the time. 

To buy a stock blindly because it 
“looks like going up,” without a definite 
tangible reason for expecting an advance, 
is simply throwing money away. How- 
ever, if you do buy under such condi- 
tions, decide at the very outset what 
amount you are willing to risk on your 
guess. The man who applies this rule 
faithfully will spend a long time in Wall 
Street for the best reason in the world— 
because he will make money. 


= 
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How Business Conditions May Be 


Forecasted 


By a Study of Banking Statistics 


IV. RELATION OF THE CASH IN BANKS TO TOTAL RESOURCES. 


THE BANK 


STATEMENT EXPLAINED 


By Roger W. Babson * 


Ep. Note.—This is the fourth of a series 
of articles relating to the twenty-five subjects 
coming under the head of Fundamental Sta- 
tistics, referred to in Mr. Babson’s article in 
the January Ticker, entitled “The Theory of 
Financial Statistics,” and fully covered in his 
book, “Investments—What and When to Buy.” 
These fundamental statistics indicate clearly 
whether conditions are to remain unchanged, 
or whether a period of depression or a period 
of prosperity is due. It is this knowledge 
which is used by the bankers of the old world 
in building up fortunes, and it is these funda- 
mental statistics that are at the bottom of all 
great stock market movements. 

N our last paper we discussed the re- 
I lation of Loans to Resources and the 
relaticn of Loans and Investments 

to Resources. 
sider the following 

(a) Ratio of Cash in the banks to De- 
posits, 

(b) Ratio of Cash in the banks to Re- 
sources, 

In reality these are entirely different 
subjects, as the Deposits of a bank are 
liabilities, while its Resources are assets. 
In one class we consider the ratio of 
Cash to liabilities; in the other the rela- 
tion of Cash to assets. It is therefore 
absolutely necessary for the student of 
Fundamental Statistics to examine thor- 
oughly the condition of the banks in re- 
lation to both points. It has happened 
during the past forty years that the ratio 
of Cash to Resources has varied almost 
constantly with the ratio of Cash to De- 
posits, but this fact in itself is no reason 
why the same should be true in the fu- 
ture. Therefore, before considering the 
two subjects together the student should 
first ascertain whether the movements 
are along parallel lines. 

Having already explained in the pre- 


We shall now con- 


* All “rights “reserved by the author. 


ceding paper the relation that Loans and 
Investments bear to the money situation, 
let us study the effect that the Cash has 
on the money situation, Of course it is 
usually true that the greater the amount 
of Loans and Investments the smaller 
the amount of Cash and vice-versa. For 
this reason the following rules are al- 
ready self-evident: 

(1) THe BANKING SiTuATIon Grows 
More CRITICAL AS THE Ratio oF CasH 
To Deposits DECREASES AND THE SITUA- 
TION IMPROVES AS THE Ratio oF CasH 
TO Deposits INCREASES. 

National banks are compelled by law 
to maintain an actual reserve equal to 
25% of their deposits and any amount 
over this reserve is called the Surplus 
Reserve. As this Surplus Reserve de- 
clines, money rates increase; merchants 
and manufacturers are limited in their 
borrowing and speculators are compelled 
to dispose of stock and bonds in order 
to pay their loans. On the contrary, as 
the Surplus Reserve increases, the bank- 
ing position improves; banks have funds 
which they can loan to manufacturers, 
merchants and investors at lower rates 
of interest. All of this, however, is ex- 
plained in detail in the appended con- 
densed article on the Bank Statement, 

We submit the following tables to 
show how periods of depression and 
periods of prosperity in the past always 
could have been anticipated by a study 
of the ratio of Cash to Deposits. When- 
ever there has been a decline in the ratio 
of Cash to Deposits or aggregate Re- 
sources there has always followed a 
period of contraction of credits ; and con- 
versely as this ratio increased, lower in- 
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terest rates have always followed. The 
following table, prepared by Mr. J. D. 
Evan, shows the ratio of cash to the net 
deposits of the National banks at vari- 


ous times since October 1, 1885. 
RATIOS OF CASH TO NET DEPOSITS OF 
NATIONAL BANKS. 
Other 

N.Y. Reserve All Total 
Date. City. Cities. Other. All. 
May 20, 1907 26.6 15.1 7.3 13.2 
Sept. 4, 19060... 24.5 14.5 7.4 12.7 
Aug. 25, 1905.. 25.5 15.3 7.8 14.1 
Sept. 6, 1904... 27.8 15.2 7.9 15.0 
Sept. 9, 1903... 27.4 15.3 83 143 
Sept. 15, 1902.. 24.5 14.0 7.7 13.2 
Sept. 30, 1901.. 26.6 15.0 8&4 14.7 
Sept. 5, 1900... 27.8 160 9.0 15.9 
Sept. 7, 1899... 254 14.4 9.1 15.4 
Sept. 20, 1898.. 25.6 15.8 109 16.9 
Oct. 5, 1897.... 269 16.1 11.6 17.7 
Oct. 6, 1896.... 290.0 20.2 13.9 19.1 
Sept. 28, 1895.. 28.2 17.7 11.2 17.1 
Oct. 2, 1894.... 35.1 188 12.2 19.9 
Oct. 3, 1893.... 34.9 24.4 15.5 22.0 
Sept. 30, 1892.. 26.3 181 108 16.3 
Sept. 25, 1891.. 26.2 20.0 11.3 16.9 
Oct. 2, 1890. . — 71 108 16.1 
Sept. 30, 1880 . 25.1 182 10.7 15.9 
Oct. 4, 1888 ... 28.1 189 I1.5 17.4 
Oct. 5, 1887 ... 2.0 198 12.1 17.6 
Oct. 7, 1886 ... 27.1 18.5 12.2 17.3 
Oct. 1, 1885 ... 36.8 21.1 12.5 21.1 


It is very interesting to note how this 
ratio of Cash Deposits decreased prior to 
the 1893 panic. As in the case of all 
panics this resulted in the calling of 
loans and the immediate strengthening 
by the banks of their cash resources; so 
that in October, 1893, this ratio had in- 
creased to 22%. 

In the following year this ratio again 
declined and averaged about 17% to 
19% for a number of years until it 
reached a new low point of 13% in 1902. 
Students of the figures at that time 
prophesied a panic or rather a period of 
depression, and true enough, the follow- 
ing year came the panic of 1903. 

Resources in 1904 were strengthened 
somewhat, but the improvement was not 
enough to restore the banks to a healthy 
and normal condition. In fact, the ratio 
was very low from 1904 to 1907, so that 
instead of the country enjoying the cus- 
tomary number of years of prosperity 
before another depression we had a 
change for the worse in 1907. 





If the depression of 1903 had lasted 
long enough to enable the banks to in- 
crease their cash resources sufficiently 
and to fortify themselves properly, we 
probably would not have had another 
depression till 1912 or 1913; but the 
banks not having time to recuperate, an- 
other depression within a few years was 
inevitable. 

The figures in this table are for the 
entire country and by a study of them, 
showing the situation since the Civil 
War, much more radical changes ap- 
pear. As the general change is similar 
to that outlined in the previous paper, 
we will not consume time by repeating it 
here. There is, however, one point in 
this connection which we desire to 
emphasize strongly, namely ; when study- 
ing the ratio of Cash to Deposits one 
must not simply note this ratio but must 
also keep in mind the aggregate of cash 
and the aggregate of deposits. In other 
words, it is not sufficient to have the Re- 
serve over 25% of the Deposits ; the De- 
posits themselves should not increase too 
rapidly. Therefore the reader should 
not only study the ratio of Cash to De- 
posits, but also should study the increase 
in deposits. When the ratio of Cash to 
Deposits is decreasing, banking condi- 
tions are becoming critical, and when the 
ratio of Cash to Deposits continues to in- 
crease for a long period, banking condi- 
tions are improving. The only exception 
to this is when the Deposits, owing to in- 
creased prices of securities, real estate 
and commodities, are increasing too rap- 
idly. 

The following is a very simple illus- 
tration of this statement ; we trust, how- 
ever, that it is not so simple as to be dis- 
regarded by the reader, as it illustrates 
one of the most vital principles of bank- 
ing. It emphasizes the possible fictitious- 
ness of large Deposits and, therefore, 
the danger in too rapidly increasing De- 
posits, especially during times of pros- 
perity, when prices are rising. 

A few years ago a miser died in a cer- 
tain town which for convenience we wil! 
call Graniteville. The executor of his 
estate found $5,000 in gold stored away 
in a safe in the miser’s house. The ex 


ecutor immediately deposited the gold in 
and 


the Graniteville Trust Company 
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thereby increased the deposits of said 
Trust Company by $5,000. Shortly after, 
John Smith came in and borrowed $4,- 
500, in order to buy stone with which to 
build a block of buildings. The granite 
company in said town having outside in- 
come, sufficient to pay its labor bills, de- 
posited the entire $4,500 received from 
Smith in the Graniteville Trust Com- 
pany, thus increasing the deposits of the 
Trust Company to $9,500. Soon after 
a Mr. Jones came into the bank and bor- 
rowed $4,200 with which to buy stone to 
build a block in another section of the 
town; upon receipt of Jones’ $4,200 the 
granite company likewise deposited this 
in the Trust Company, increasing the de- 
posits of the Trust Company to $13,700. 
The following day a Mr. Brown called 
at the Trust Company and borrowed 
$3,800 with which to buy stone and the 
granite company, upon receipt of the 
$3,800 deposited this also with the Trust 
Company, increasing the deposits of said 
company to $17,500. This same method 
of procedure may be followed, showing 
that the $5,000 in gold which was orig- 
inally deposited resulted in increasing 
the deposits of the Trust Company by 
$50,000, although, of course, its loans 
were increased by $45,000. 

The original $5,000 in gold was there- 
fore made the basis of $45,000 cash De- 
posits, and permitted the financing of 
several stone blocks. In other words, 
this $5,000 in gold created an apparent 
wealth in Graniteville of over $100,000. 

This illustrates the advantage of im- 
porting gold and of giving banks the use 
of as much actual currency as possible. 

When the miser’s estate was settled, 
this $5,000 was turned over to his only 
daughter, who had the same hoarding 
disposition as her father. She immedi- 
ately withdrew the $5,000 from the Gran- 
iteville ‘Trust Company and placed the 
same in a safe deposit box, with the fol- 
lowing result: The Graniteville Trust 
Company, in order to show its proper 
Surplus Reserve was obliged to demand 
payment of all of the loans made to 
Smith, Jones, Brown and others. To 
meet these loans, all of the borrowers 
were obliged to sell the buildings which 
hey had erected, and, in order to protect 
the price of granite, the granite company 


was obliged to withdraw its deposits 
from the Trust Company and purchase 
these buildings. The withdrawal of this 
$5,000 in gold, therefore, resulted in a 
decrease of $50,000 in deposits of said 
Trust Company, caused $45,000 in cash 
assets of the granite company to vanish, 
and half a dozen or more citizens to lose 
their property. 

To return to our original subject of 
decreasing the ratio of actual Cash to 
Deposits, we herewith submit some notes 
on the Bank Statement as a general con- 
clusion, showing especially the meaning 
of “Surplus Reserve.” 


THE BANK STATEMENT. 


The bank statement shows two things: 

(a) The Price of money. 

(b) The Supply of money. 

The price of money is determined by 
the relation of the supply and demand. 
lor this reason money rates are usually 
high during periods of business activity 
and low during a business depression. 
The price of money, however, is not such 
a vital factor as the question of supply. 
In other words, provided the merchant 
can obtain money when needed and in 
sufficient quantities, an abnormal interest 
rate is less harmful in its effects than 
inability to get money at all. 

A variation in the rate for borrowed 
money has a more direct and intimate re- 
lation to the market for stocks and bonds 
than the market for merchandise. When 
the speculator can borrow money at three 
or four per cent. to purchase securities 
paying five or six per cent., the tempta- 
tion is to borrow and make the purchase, 
thus increasing the demand and conse- 
quently the market price of the securities. 
Under such circumstances there is a 
profit on the “interest account,” even al- 
though there is no increase in the value 
of the investments. On the other hand, 
this incentive to purchase does not exist 
when money commands six or seven per 
cent. and securities are selling on a five 
or six per cent. basis; then the “interest 
account” shows a loss. Moreover, under 
such circumstances those who have se- 
curities upon which they are borrowing 
money are tempted to sell, in order to 
stop the loss in interest. The supply of 
securities at such times exceeds the de- 
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mand and the price declines accordingly. 

However, as stated above, this ques- 
tion of interest rates is entirely secon- 
dary to the question of the supply of 
money. It is not the interest rates that 
cause the merchant to fail or the specu- 
lator to sacrifice his stocks, but rather 
the inability of the merchant and specu- 
lator to renew their loans on any terms 
whatsoever. Many periods of declining 
prices have been the result of this cause, 
namely ; lack of a supply of money, and 
the speculator is not the only one to 
- feel the effect of such times. 

The New York Bank Statement, pub- 
lished every Saturday noon, forms the 
best barometer of the supply of money. 
No barometer is needed to judge the 
price of money, as this may be definitely 
determined each day by referring to the 
money article on the financial page of 
any leading paper. The figure under 
what is known as “call rates” or “call 
money” denotes the rates which invest- 
ors, stock exchange houses and bond 
dealers are required to pay for money on 
loans which may be called any day and 
on which the rate changes from day to 
day. Sometimes this is less and some- 
times more than the “time rates.” The 
latter term being applied to loans ma- 
turing at a fixed date, say six months 
or one year. 

When bankers who loan money an- 
ticipate an increase in demand, the call 
rate is often less than the time rate; and 
when the bankers look for a lessening 
demand for time money in the immediate 
future, the call rates are higher than the 
time rates. Some of the shrewdest bor- 
rowers take “time money” when the 
bankers are encouraging people to take 
“call money” and vice versa, on the 
principle that the bankers know more 
about the situation than their customers. 
However, this question of money rates 
is too complicated to present here in de- 
tail and, as has been stated, the price of 
money can be easily ascertained at any 
moment by referring to the daily papers. 

This question of supply, which has 
been fully described above, is most vital 
and cannot be definitely ascertained or 
judged by simply studying the various 
signs and conditions. As above stated, 
the best sign or barometer is the weekly 
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Bank Statement; this is simply a state- 
ment of the New York banks and does 
not include the condition of any of the 
other twenty thousand banks in the 
United States. It does not take into 
account the condition of great banking 
institutions of foreign countries, all of 
which the Statement, to be perfect, 
should include. 

The New York Bank Statement is al- 
ready being made to include certain out- 
side banks and without doubt it is com- 
ing to pass that not only all the large 
banks in this country will report by tele- 
graph every Saturday morning, so as to 
give a combined statement, but also all 
of the banks of every country will re- 
port their conditions by cable to London. 
This will give a bank statement which 
will show the exact financial situation 
and enable one to note the amount of 
available money as quickly and as cer- 
tainly as he may now note the rate of 
interest. Until such a time comes, lx 
ever, the New York Bank Statement, 
issued every Saturday noon is the best 
barometer we have for judging the bank- 
ing situation. 

In reading the Bank Statement the 
main point to note is the percentage of 
Surplus Reserve. Every National bank 
is required to carry a reserve of 25%. 
(Though trust companies are not now 
required to carry so large a reserve, 
without doubt the laws and public senti- 
ment will in time compel them to carry 
a similar reserve.) In this Bank State- 
ment appears the item “Reserve re- 
quired” and either directly above or di- 
rectly following this item is the item 
“Reserve held.” The student should 
note whether the “Reserve held” is 
greater or less than the “Reserve re- 
quired.” If the “Reserve held” is 
greater, then there is a “Surplus Re- 
serve”; if not there is a “deficit,” which 
is a danger signal to all interested in 
banking and investing. Since a “deficit” 
occurs, as a rule, only just preceding 
times of panic (possibly for a few weeks 
out of two or three years), the main 
point for the student to notice each week 
as he reads the Bank Statement is, 
whether or not the “surplus reserve” is 
decreasing or increasing. So long as it 
decreases the student may expect a cor- 
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responding increase in money rates; if it 
increases each week, the student may ex- 
pect easy money. 

Since the demand for stocks usually 
increases as the interest rate decreases, 
the security markets usually strengthen 
with the publication of what is known 
as a “good” Bank Statement; namely, a 
Bank Statement which shows an increase 
in the Surplus Reserve. 

On the other hand, as an increase in 
interest rates usually forces a sale of 
stocks due to the calling of loans, a 
“poor” Bank Statement usually means a 
drop in market prices. As the Bank 
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Statement is published on Saturday, the 
increase in interest rates cannot come 
until the following week or possibly 
later. 

A student can readily see that the 
Surplus is simply a difference between 
two other items, that an increase in Sur- 
plus may be due either to a decrease in 
one item or an increase in the other. We 
will not here enter further into details 
but will simply say that the best kind of 
a Bank Statement is the one where the 
increase in Surplus Reserve is due to a 
reduction of Loans with increased De- 
posits. 


How to Figure “Rights” 


Take the cost of 100 shares of present stock, say 120 
Add to it the amount to be paid for the new allotment of stock, 


say 10 shares @ 100 


Total cost 


$13,000 


Divide the total cost by the number of shares this will give you, 


viz., 110, and you have the value of your new stock 


118.1818 


Deduct this from the present price of the stock (120) and you have 


EQuaL To ABouT I 13/16%. 


1.8181 


Proof. 


If you buy the rights on 100 shares at $1.8181, your outlay will be 
his will entitle you to subscribe to 10 shares of new stock at 


par, costing 


Total cost of 10 shares... . 


EQuaL TO A Price or $118.18. 


If you buy 10 shares of present stock at 120 it will cost 


You can sell your rights for 


This will reduce your cost to 
Eguac To A Price or $118.18. 


1000. 


1,181.81 


1200. 
18.18 


1,181.81 








Grain Success 


By E. W. Wagner 
Of the Chicago Board of Trade 





HE most successful grain and pro- 
I vision trader is the one whose 
deals are negotiable over a 
lengthy period. City watchers 
of the markets consume 90% of their 
energy in trying to sum up the daily 
movements. The trader at a distance 
ignores the trifling turns in the market 
and trains his searchlight on the big 
swings. 
In wheat the swings run from 15 to 
35 cents. The smaller swings are not 
It is the man who 


fully determinate. 
catches the high or low of these swings 
who is successful. 

There are in Chicago many men who 
have attained success by scalping the 


market on a great scale. The fabulous 
checks, however, always fall to the 
“stayer” who climbs aboard first when 
the extreme of the “pit pendulum” is 
reached. 

The most widely known grain specu- 
lators always plan the “long campaign.” 
Details are worked out months ahead. 

Success comes by dint of tireless 
search for information, knowledge of 
conditions and the ability to see a foot 
further ahead than the other man. It 
has been aptly said that genius is hard 
work and the gift to see things aright. 
Grain genius shows you the opportunity 
——the market possibilities—one hour— 
one week or one month before the mob 
awakens. 

The great speculator gives his life to 
the game. The tension is on at all times. 
In front of the blackboard—in the auto 
—at night. “The game” follows him to 
bed. There is no escape; for there ex- 
ists in the wide world no greater study 
than the “Grain Puzzle.” Chess and all 
mental recreations and struggles fade in 


comparison with the study of “grain fu- 
tures.” 

The big checks that were mailed to 
the country in 1907 are now a part of 
history. Commencing May 6, 1907, there 
ensued a 30 cent rise in which the en- 
tire United States participated. 

The recent rise of corn to 75 cents 
furnishes innumerable stories of long 
distance success. There is the Chicago 
trader, sick all winter, yet who clung 
to his corn and took out $100,000 profit. 
Many small traders secured a profit of 
ten cents per bushel; one phlegmatic 
trader ignored all fluctuations and was 
credited with 15 cents per bushel when 
he “closed out” his 5,000 bushel lot. 

Success to the small trader at outside 
points consists in securing good infor- 
mation and cultivating personal acu- 
men. The country trader is fed with 
every detail of news by the press and 
his broker. Moreover, he is on the spot. 
He sees the crops. On innumerable oc- 
casions the “men on the floor” at Chi- 
cago have ignored country news. The 
first reports of “green bugs” last year 
were laughed at for two. weeks—yet 
they started a 30-cent upturn and caused 
tremendous farm loss. On May ist, 
1908, I received a wire from Conway 
Springs, Kansas, saying, “Damage by 
Hession Fly serious. We place damage 
at 30 to 50%.” There were many other 
reports the same day. The trade, how- 
ever, was garrulous. They were not on 
the spot and did not know. The gov- 
ernment report of May 8, with its low 
condition of 84 for Kansas, brought 
them to their feet swiftly. 

The small trader should pick out one 
broker—read his letters and watch the 
market. The market literature of this 
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broker will be a sure proof of the atten- 
tion given to business. 

A carefully compiled grain letter will 
sway the opinion of thousands, and such 
a letter is based on tireless research and 
a constant rehearsal of all grain facts 
in the mind. A letter of this class must 
spring from absolute sincerity and repre- 
sent the digestion of every particle of 
news. 

The grain statistics and news that are 
wired, cabled and written to Chicago 
daily, represent the work of a thousand 
men. 

The most successful contemporary 
speculator in grain reads all news daily 
and seeks in advance particulars of crop 
conditions and supplies. His campaigns 
are based on legitimate short crop situ- 
ations mainly and are run openly. Closer 
than close attention is given to the de- 
tails. It is a hard grinding grim task 
enlivened by the continued lightning 
flash of excitement. 

The “trailers on” in these campaigns 
invariably seek quick profits, They 


drop off early in the rise or seek to 


scalp the zigzag changes. Meanwhile 
the iron hand behind the advance does 
not tire. Months pass. The small fry 
have permitted the situation to slip away 
from them and the “scalps” have inter- 
fered with their early profits. The tire- 
less, inexhaustible mind that has seen 
ahead six months, now reaps his profits. 

The quick changes in short swings 
call for great celerity. Thus in a period 
of ninety days the trend will change 
many times over a range of 5 to 10 cents. 
Invariably one of these up or down 
movements is a part of a larger swing. 
These changes tax the brains of the 
cleverest “market traders” most severely. 

Grain success falls to those who pin 
their faith to patience and strong cash 
deposits on their purchases. Manipula- 
tion rarely wins. Natural conditions are 
the key to success. Last September, 
corn advanced from 58 to 65 cents on the 
realization that the 1907 crop was dras- 
tically below the 1906 crop in quality 
and quantity. The October panic cut 
prices to 60 cents. The final government 
report was apparently liberal. Eastern 
plungers accordingly “shorted” the mar- 
ket and forced a small recession. In 
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January and February the miserable 
quality of the crop held the price firm 
around 60 cents notwithstanding record 
market receipts. A large part of the now 
famous bull line was taken on early in 
February at around 58 to 62 cents. Sub- 
sequently corn has sold at very high 
prices and the farmer is receiving the 
best farm price ever known, 

It was the recognition of the low 
1907 quality that rendered the bull deal 
in corn a possible success. A large por- 
tion of the crop was rubbish. 

Note that these market movements 
were based on _ natural conditions 
throughout. 

To be successful the broker and the 
trader must grasp natural conditions and 
in the “moving pictures” of the brain, 
work out the problem of just how cur- 
rent events will affect the future. 

The safety in grain speculation lies in 
the fact that the “Ten Commandments” 
of trading are inexorable, Grain prices 
are as tenderly adjusted as a compass 
and twirl with the fate of the crops. 
Nature is the supreme court that decides 
the trend. The successful trader watches 
nature. 

Grain products are the most valuable 
of all assets. The buyer of real estate 
or other concrete property is enveloped 
by a sluggish market. Grain holdings 
can be realized on, instantaneously. 
Warehouse receipts of grain are su- 
perior to the best bonds as security. 

Financial interest in grain movements 
is popular because the mammoth checker- 
board of world’s news and statistics is 
open to all. There are no secrets. Each 
can work out his mathematical problem. 

It is true that there are countless trad- 
ers who follow the actions of others. 
Some of these boast openly that they do 
not care for “news.” These men seek 
to capture swift profits during the small 
swings. They are wrong in the sense 
of their contentions, as, while pinning 
their faith to the idea of following the 
operations of large speculators, they are 
in reality following the crop develop- 
ments that have brought about the buy- 
ing or selling wave on the part of the 
big speculators. 

Common sense is the keynote to grain 
success. Argue out the situation for 
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yourself along common sense lines. Keep 
the subject on your brain day and night 
and you will see astonishing possibilities. 

One most popular figure on the floor 
of the Board of Trade at Chicago, is 
a broker who reads everything and lis- 
tens to everybody’s theory. He seeks 
“thoughts” because in the world of 
speculation as in the world of invention 
“thoughts” that are correct spell success. 
He seeks incessantly the opinions of his 
contemporaries—the men who are crys- 
talizing, in their way, the changing face 
of the grain situation daily. These 
“thoughts” are not final. They are not 
adopted. The chaff is flung away. The 
logical is welcomed. The entire mass 
of “brain waves” serves as the flame 
under the mental chafing dish and acts 
as a stimulant to reach the correct 
“thought.” The “thought” that shall cov- 


—— 


A subscriber writes: 


“T have read with interest your recent 
article on “Arbitraging,” and wish you 
would explain the following case: 

“New Eng. Tel. & Tel. Co. is selling 
to-day (April 14), at 112 and the rights 
at 1. The new stock is to be issued in 
the proportion of one share of new stock 
to eight of old. 

“Does this quotation of ‘rights’ at 1 
represent the value of the proportional 
right going with one share of the old 
stock, or does one ‘right’ in itself entitle 
the holder to one share of the new stock 
at par? 

“Kindly explain the arbitraging possi- 


er the present grain phase. 

Napoleon said, “Men are nothing— 
one man is everything.” Corrected for 
grain success, this saying would read, 
“Thoughts are nothing—the real correct 
thought is SUCCESS.” 

To the quarter million people who 
seek the “correct thought” daily, it will 
be a shock to learn that they are strug- 
gling towards the light under a system 
that is as old as the earth, 

Aristotle was the first to write on syl- 
logism. He was the greatest of all early 
thinkers and reasoned out the laws di- 
recting the mind in deductive reasoning. 

Syllogism is a form of argument in 
there are two questions and one conclu- 
sion. In other words, the extreme use 
of common sense. Synthesis is the com- 
pounding of your deductions in a chain 
to a conclusion.” 


in Arbitrage 


bilities of this particular issue at the 
several stages.” 


The quotation means that the rights 
are valued at 1% of the par value of the 
old stock. The rights on 100 shares 
would, therefore, be worth $100. The 
right on one share would entitle the 
holder to % of a share of new stock at 
par. The facts in the case are these: 


Rights are granted to holders of 
record March 17. 

Right to subscribe thereunder ex- 
pires April 17. 

P as of the principal is payable May 
10. 
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Remaining 50% payable August 17. 

The full amount may be paid May 
16. 

If done this will entitle holder to the 
August dividend and immediate deliv- 
ery of his new stock. 

Otherwise he will lose this dividend, 
for which books close July 31. 

Rate of dividend 112% quarterly. 

Books close April 20 for May divi- 
dend. 


In order to find out whether there 
would be a profit in this arbitrage it is 
easiest to calculate on the basis of a pur- 
chase of 800 rights, which entitle the 
owner to subscribe to 100 shares of the 
new stock at par. The reason for this 
is, you can find a better market for an 
even hundred shares than for an odd lot. 

A hypothetical transaction of this 
kind, on the basis of the above prices, 
would figure out as follows: 


neously. If you buy the rights and wait 
for the stock to sell higher you are sim- 
ply speculating; if you sell the stock 
short, hoping to buy the rights cheaper, 
you are doing the same thing. 

Holders of the rights have the priv- 
ilege of paying 50% of the principal on 
May 16th, and the remaining 50% on 
August 17th, but if this is done it would 
cost three months’ interest on $5,828.55. 
also there would be lost the August divi- 
dend of 14%. 

Should the transaction be made on 
April 14th, you will be short on April 
20th, and will, therefore, be obliged to 
lose the May dividend, amounting to 
1%%. If, in addition to this, you lost 
the August dividend, and paid interest 
as stated, there would be a loss in 
the whole transaction, instead of a profit 
of $208.95, as shown above. By paying 
for the stock in full on May 16th you 
receive your certificate immediately. 





Less Commission on Sale 


Net proceeds 


3uy rights on 800 shares @ $1 


5% 
May 16 


Showing a net profit of 





How an Arbitrage Is Figured. 


If you sold short 100 old stock on April 
14 at 112, the proceeds would be... 


Dividend, for which books close April 20 150.00 


Commisison on purchase @ $3.12 per 


Subscribe for 100 shares of new stock 
@ $100 per share, if paid in full 


Total cost of 100 shares of new stock. . 


$11,200.00 


162.50 
$11,037.50 


800.00 
25.00 


3-55 


$10,828.55 


$208.95 








In order to carry out a true arbitrage 
transaction, the purchase of rights and 
sale of the stock must be made simulta- 


Your broker thereupon may return the 
10Q shares borrowed, thus completing 
your transaction. 


“Oo 





A Check on Overtrading 


One Way of Avoiding What is Probably the Greatest 
Cause of Loss in Wall Street 


By J. C. Lewis 


game. 

Men who have never made a 

success of anything are attracted 

by it because it apparently offers easy 
money—something for nothing. 

After they have tried it for awhile it 
does not seem so easy. Losses pile up. 
In an effort to retrieve, they plunge. — 

At their own chosen occupation they 
might have been conservatives, but down 
in Wall Street things are different. They 
trade in thin margins and spread them- 
selves on unwarranted occasions, so that 
when a severe loss occurs they find them- 
selves without capital with which to pro- 
ceed, 

The greatest cause of loss is over- 
trading. To hit upon some method of 
checking this disposition, which seems 
an innate part of human nature, would 
entitle the discoverer to a niche in the 
Wall Street Hall of Fame. 

Here is one man’s attempt to win such 
laurels—his idea is worthy of serious 
consideration. Let him tell it in his own 
way: 


Cam is an alluring 


“Tt requires prudence and delibera- 
tion to succeed in stock speculation. 
I cannot attempt to lay down any 
fixed rules for successful trading on 
margin, but I thoroughly believe that 
my plan will save many from what we 
might term the “killing” mistakes of 
marginal traders. 

“There are three principal reasons 
for the failure among the average run 
of speculators : 

1st.—They take too many small 
losses. 

2nd.—They at times permit losses 
to attain large proportions. 
That is, they will take a 1o or 
15 point loss where only a I or 
2 point loss is justified. 

3d.—They sell investment pur- 
clases at great sacrifices. 


“I once asked a friend to tell me 
how much he had lost during a recent 
campaign which I knew he had been 
carrying on in the stock market. His 
reply was—‘just $1,000, all I had 
available for the purpose.’ My know- 
ledge of this man’s circumstances told 
me that he was in no position to spare 
even a thousand dollars, and that in 


‘risking this amount he was surely 


overtrading. I do not believe he could 
save more than that amount out of his 
salary in a whole year, so it may be 
considered that he had_ risked his 
whole year’s work and energy in the 
speculative field. 

“His experience simply illustrates 
the great fault with those men, who, 
with the idea of “getting rich quick,” 
enter the arena in a gambling spirit, 
make their trades thoughtlessly, and 
risk their entire capital on a few ven- 
tures during a short period of time. 
Once the fever develops strongly with- 
in them, we find them inhabiting brok- 
ers’ offices for years and years. What- 
ever they can obtain from other 
sources is used in speculation. It be- 
comes a part of their daily life to 
watch the stock market fluctuations 
and whenever they can spare the 
money and the time, they are to be 
found over a ticker or staring at a 
quotation board. 

“My plan is as follows: 

“Do not devote to speculation any 
money which you have put aside for a 
rainy day, and cannot afford to lose. 
This is where most people make their 
first mistake. They risk money, the 
loss of which would cause them or 
others to suffer. 

“If you have $10,000 capital avail- 
able for the purpose, use only $1,000 
of it, making up your mind to spread 
the latter amount over an entire year’s 
operations. If you have no capital 
available outside of your savings, but 
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can spare a certain amount from your 
monthly income, decide firmly to de- 
vote this, and no more. 

“Also decide that you will take but 
one loss a month. This will make you 
extraordinarily cautious. You will 
never trade until you feel very sure 
you're right. 

“When you do make your first 
trade, put a 2-point stop order on it. 
If you are trading in 50 share lots, 
you will thus risk but $112.50 per 
month. If you lose on your first 
trade, stop trading until the following 
month, 

“Thus you can calculate beforehand 
just what you will lose if you are un- 
successful in every trade throughout 
the year. If you cannot afford to lose 
it, do not start. 

“After opening your account with a 
New York Stock Exchange house, 
bide your time until a situation devel- 
ops in which you are sure of your 
ground, 

“Buy your stock if possible on a 
dip, so that you will have every ad- 
vantage, and wait patiently until one 
of three things happens: (1) Your 
stop order is caught. (2) You have 
a satisfactory profit. (3) You have 
good reason to change your mind. 

“If you lose, do not be discouraged, 
but analyze your transactions and try 
to find your weak point. Many times 
the fault will not be yours, owing to 
unforeseen circumstances. In_ the 
majority of instances you will find that 
you alone are to blame for the loss. 

“In making each new trade, go into 
it as carefully as if it were your last. 
In addition to the caution which this 
plan teaches, you have a check against 
overtrading, which enables you to 
avoid large losses, and to keep your 
head clear all the time. This method 
will also reduce your interest charges, 
and keep you from sitting on stocks 
until they run many points against 
you. Your judgment will also im- 
prove as, by eliminating your weak 
points, you will ultimately learn ways 
of operating successfully. 

“If you make a profit on any one 
deal, trade again (with the same cau- 
tion) during the same month, and 


keep on trading, using the 2-point 
stop order, until you have made your 
first loss for the month 

“When that occurs, slop for the 
month,” 

“Thus you can go on making profits 
indefinitely, but you cannot lose more 
than your specified amount twelve 
times a year. Not only your losses, 
but the number of them are limited. 

“The training which will be derived 
from this method will benefit you in 
the mastery of yourself, as the major- 
ity of losses are caused by impatience 
or impulsiveness. 

“Do not try to trade in a scalper’s 
market. If you are risking 2 points 
you should have as your objective 
a profit of several points. Therefore 
it is best to wait until you have reason 
to believe that a big swing is ahead. 

“By following this plan you may 
never make a million, but you cannot 
go broke. With good judgment, study 
and experience you should, in time, 
build up a competence. You have lit- 
tle to lose and may win much. You 
aim to win large amounts often and 
to lose small amounts twelve times a 
year. 

“When you do make a ‘killing’ do 
not launch into larger transactions at 
once, but always keep within the same 
percentage, viz., 1/10 of your actual 
capital, or a certain limited amount 
which you can spare from your regu- 
lar income. 

“Under this plan you can stay ‘in 
Wall Street all your life, and attend 
to your regular business at the same 
time. Whatever else may develop 
therefrom, you will learn to operate 
safely, and never subject yourself to 
the heartbreaking losses so generally 
suffered by the majority of traders.” 


A SUBSCRIBER’S OPINION. 


The features in the Ticker which appeal to 
me most are its reading matter and its adver 
tisements. The Ticker fills a unique place in 
the field of journalism devoted to speculation 
and investment. Every person interested in 
the subject will find instruction between its 
covers, and the amateur investor should make 
it his schoolmaster. It will almost certainly 
save him money. 





Coffee and Its Market 


Facts Regarding Production, Distribution and Speculation in this Great 
Commodity 


Africa and Arabia, was first used 

as a beverage in the 16th century. 

The trees in their wild state 

reach to a height of 15 to 20 feet, but in 

cultivation are kept down to 10 or 12 

feet for convenience in gathering the 

fruit. They are pyramidal in shape, the 

branches growing almost from _ the 

ground; and bear from 25 to 30 years. 

Blossoming is continuous from August 

till December, but the major portion of 

the crop results from the flowering of 
September and October. 

The fruit is juicy, but unpleasant to 
the taste. In form and color, it some- 
what resembles our cherry, being at first 
green, then red and when ripe, black. 
Each berry contains two cells and each 
cell a single seed, semi-elliptical in shape 
and known as a coffee bean. 

Dried in the sun, the outer casing be- 
comes hard and brittle and is removed 
by mechanical process, or, under a newer 
method, by maceration in water. When 
ready for marketing, the coffee beans 
are packed in bags and shipped to ware- 
houses. 

The 1906-7 crop was the largest on 
record, amounting to 20,000,000 bags. 
The largest previous crop was 15,400,- 
000 bags, five years prior. The enor- 
mous size of the yield first mentioned, 
forced the Brazilian Government to take 
a hand in order to prevent a break in 
coffee prices, such as would have ruined 
the majority of planters. In this, called 
the Valorization Scheme, the Govern- 
ment acquired 7,500,000 to 8,000,000 
bags, with the purpose of holding until 
the available supply was absorbed and 
the market in a position to take, in addi- 
tion, so vast a surplus. 

This intrusion on the part of the Gov- 
ernment aroused antagonism among 
speculators, but it has proved a life-saver 


CO Attics originally a product of 


to planters in Brazil. Arrangements 
have been made to carry the Government 
holdings so long as necessary, hence, in 
due course, the markets will doubtless 
resume their normal state. 

One of the factors working toward 
this end is the tax which was placed, five 
years ago, on new trees. As it requires 
five years for trees to bear, the full ef- 
fect of former planting is still felt, but 
from now, production should be cur- 
tailed. 

From about 1893 to 1900, coffee prices 
were very high; since then cheap money 
and a low exchange rate in Brazil have 
helped to stimulate production, with re- 
sulting lower prices. 

Like the markets for cotton, grain 
and other commodities, the price of cof- 
fee is regulated by supply and demand, 
although manipulation may divert the 
course of the market for a time. Stocks 
in official warehouses are reported daily, 
together with receipts and sales, Specu- 
lators base their operations upon these 
elements, as well as estimates of the 
probable increase or decrease in the sup- 
ply. 

In a bull market, everybody makes 
money, and New York being the largest 
market, better times in the near future 
are hopefully anticipated by the opera- 


“ These tall tickers "are a nuisance!" 





COFFEE AND 


tors, brokers and dealers holding mem- 
berships on the New York Coffee Ex- 
change. The basis for optimism lies in 
the fact that the surplus outside the 
Brazilian Government’s holdings is now 
being absorbed at the rate of 500,000 
to 600,000 bags per month; it, therefore, 
seems likely that the time approaches 
when things in the Beaver Street dis- 
trict will become more active. 

Good judges of the market name I1,- 
000,000 bags as a conservative estimate 
of the next crop. This points to higher 
prices, 

The crop year is from July to July. 
Harvesting begins in May and runs till 
August. About 75% of all the coffee 
consumed in the United States comes 
from Brazil which latter country fur- 
nishes 60% of the world’s supply. 

The Arbuckles are the largest and 
richest coffee house in the world. Cross- 
man & Sielcken are the chief factors in 
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the New York market; they control the 
principal import and export business 
giving them an important part of the 
commisison trade on the New York Cof- 
fee Exchange. 

A coffee “contract” consists of 250 
bags of 130 lbs. each, equal to 32,500 
Ibs. Prices are quoted in cents per 
pound, each fluctuation being 5/100 
cents per pound, equal to $16.25 per con- 
tract. Margins are usually $1.00 per 
bag and the commission on the round 
turn is $20. 

Dealings are generally in futures, and 
the most active months are March, May, 
September and December. 

In all, the coffee market offers many 
opportunities for profitable operations, 
such as the shrewd trader cannot afford 
to overlook. Those interested in other 
markets will do well to watch develop- 
ments in the coffee situation during the 
coming season. 





Tipsters. 


“Speaking of tipsters,” said a Wall 
Street man, “I understand that one of 
them during last year’s bear market was 
raking in $1,000 a week in $5 bills. He 
had 200 subscribers, most of whom were 
trading on his information. They made 
money for a while, because he was bear- 
ish all through the break, but when the 
turn came, he did not change and kept 
bearing the market all through the im- 
provement, which has been going on ever 
since. Those who followed him on the 
way down ‘lost their shirts’ when the 
market started upward. As a result, his 
list of subscribers is practically wiped 
out.” 


* Beastly bore, these boys’ size tickers !* 


Tenacity. 


Tenacity is an excellent quality in an 
investor, particularly so when it is 
grounded in careful observation of all 
the facts surrounding the chosen invest- 
ment. 

An example of its benefits is to be 
found in the story of a Richmond family 
made rich by simply “sitting tight” on 
One investment. 

Shortly after the end of the Civil War 
the head of this family took over a block 
of 4,000 shares of the old Richmond & 
Petersburg Railroad, which has since be- 
come one of the constituent companies of 
the great Atlanic Coast Line system. The 
stock cost him $1,000 cash. Since then it 
has figured in exchanges of one kind and 
another for stocks of other roads, which 
were in turn finally amalgamated with 
that the present value of the original 
4,000-share investment is not less than 
$2,000,000. This says nothing of the 
dividends which have come from the in- 
vestment. The present head of this for- 
tunate family is Thomas B. Scott, the 
well-known Richmond banker.—Pear- 
son’s Magazine. 


A close mouth catches no flies. 





Working Capital and Surplus 


In Montgomery Lenton’s Railroad 
Quotation Guide for May, there are some 
very interesting figures on the Working 
Capital of prominent railroad com- 
panies. 

Working capital represents the differ- 
ence between current assets and current 
liabilities, and is one of the best indica- 
tions of the financial health of a corpora- 
tion. 

Out of thirty-one roads, seven show a 
deficit; that of Southern Pacific and 
Union Pacific combined reaching a total 
of $115,000,000. Some of these deficits 


have been taken care of, all or in part, 
since the end of the last fiscal year; 
others still have their financing in con- 
templation. 

The best showing is made by the 
Pennsylvania, which has a working capi- 
tal of $29,596,592. 

Another interesting feature of this 
tabulation is the Surplus Earnings for 
the seven years compared to the total 
capitalization of each company. In this 
respect, Pennsylvania also stands at the 
head with a ratio of 34.07. 


Figures on all these items follow: 





Company. Year 
Ending. 
Atch., T. & Santa Fé.. Je 30, ’07 


Baltimore & Ohio > 30, 07 
Chesapeake & Ohio... 30, "07 
Chi., Mil. & St. Paul... Je 30, ’07 
Chi., & Northwestern... Je 30, ’07 
Clev., Cin., Ch. & St. P. De 31, 
Colorado & Southern.. Je 30, ’ 
Delaware & Hudson... De 31, 
Del., Lack. & West.... De 31, ’ 
Denver & Rio Grande.. Je 30, 
Great Northern Je 30, ’ 
Illinois Central........ Je 30, ’ 
Louisville & Nashville. Je 30, ’ 
M., St. P.& S. St. M.. Je 30, ’ 
Missouri Pacific....... Je 30, ° 
Nash., Chat. & St. L... Je 30, ’ 
New York Central.... De 31, 

N. Y., Chi. & St. L.... De 31, ’ 
N. Y., Ont & West.:.. Te 30, * 
Norfolk & Western.... Je 30, * 
Northern Pacific Je 30, * 
Pennsylvania R. R.... De 31, ° 
F’., Cin., Chi, & St. L.. De 31, * 
St. Louis Southwest... Te 30, * 
Southern Pacific Te 30, " 
Texas & Pacific De 31, ’ 
Tol., St. Louis & West. Te 30, 
Twin City Rapid Tr... De 31, ’ 
Union Pacific......... Te 30, 
Wabash Te 30, 
Wisconsin Central..... Je 31, 


Excess Current 


Assets. 
2,414,525 
24,227,999 
5,826,339 
17,058,931 
22,892,717 
3,037,024 
12,014 
5,078,062 
4,274,992 
530,330 
5,241,144 
10,506,289 
8,516,834 
1,998,544 
676,672 
1,032,512 
25,239,279 
216,489 
1,038,402 
7,919,839 
4.704.957 
29,586,592 
2,077 344 
1,119,096 


. 41,002,805 


4,881,976 
337-512 
204,333 

74,549,342 

1,228,154 

1,266,920 


Surplus 


Earnings for 


7 Years. 
108,467,771 
O1,722, 
18,258,483 
77:117,239 
81,144,050 
14,541,866 
6,435,386 
31,507,803 
51,884,287 
21,614,745 
105,770,531 
68,283,884 
41.531,575 
12,905,905 
$44,247,668 
5.112.293 
$68,533,071 
11.358,739 
7,499,551 
39,434,203 
115,314,248 
200,878,169 
21,935,407 
7,310,622 
102,116,720 
6,273,155 
1,823,832 
10,349,191 
149,639,142 
7.645.099 
3,836,440 


Ratio to Total 
Capitalization. 


) 
—_ 
= 
~ 

Bee 


19.41 
11.95 
23.07 
30.08 
11.48 

6.32 
30.84 
40.91 
13.20 
26.98 
27.19 
21.29 
10.88 
15.18 
19.00 
11.77 
21.03 

8.68 
21.00 
24.85 
34.07 
18.71 

8.97 
17.18 

6.22 

4.94 
25.24 
30.16 

2.71 


6.46 





Mistakes of Investors 


By JOHN J. CUSHING 


IIl.—M ining Stocks 


title, brief reference was made to 

mining investments. Numerous re- 

quests having been received for 
further information on this subject, it 
was deemed best to devote an article ex- 
clusively to this line of investments. 

Mining investments occupy the some- 
what unique position of being classed as 
both “the best’ and “the worst” of all 
investments ; the producers of “the great- 
est profits” and also “the greatest losses.” 
It is, therefore, self-apparent that in the 
selection of mining investments greater 
judgment, care and discrimination should 
be exercised than in any other line. 

What, then, constitutes the mistakes 
of mining investors? And, how best can 
they be avoided? A complete and satis- 
factory answer to these two questions 
should serve two valuable purposes for 
the public, viz., to protect legitimate min- 
ing from the slanders of the ignorant, 
and protect the public from the unprin- 
cipled cupidity of those who are injuring 
legitimate mining. 

The greatest mistake of the mining in- 
vestor is in entertaining the already too 
general impression that “mining is a 
gamble” “a swindle” or “a fake.” 

There is no condition of mind into 
which the investor can discompose him- 
self to the detriment of investments in 
general than lack of confidence, pessim- 
ism and doubt. Those are negative qual- 
ities ; they cast a gloom over the subject 
and befog one’s reason. 

The mining investor is therefore mak- 
ing a serious mistake when he concludes 
that mining is a gamble. 

Through this mistake hundreds of 
thousands of mining investors are annu- 
ally pouring their savings into that which 
they have no faith. They work on the 


ie a previous article, under the above 


same plan as at a faro table; bet on the 
turn of a card without considering the 
character of the dealer or the mechanism 
of the box. They go on the theory that 
mining is a gamble, and therefore the 
mining promoter who can offer the 
greatest odds is going to get the most 
bets. 

Let us see what the chances are in min- 
ing on this theory. A recent estimate 
of the mining companies organize in te 
United States, and in which stock has 
been offered to the public, is 150,000 
companies, It is stated that 150 will 
cover the number of dividend paying 
mines, but as each of these is made up 
of several merged companies we might 
say that about 1,000 of these companies 
have made good. 

The usual chances in gambling vary 
from two to thirty against the player. 
But you have in mining 150 to 1 against 
you. 

The average investor in mines, even on 
the gambling theory, will not take more 
than five to ten losses, therefore he has a 
very slim chance to win when he invests 
in mining on the theory that it is a gam- 
ble. 

At the time of the Nevada excitement 
in 1906-7, there were probably 100 flota- 
tions from Death Valley; perhaps twice 
that number from Bullfrog and probably 
four times that from Goldfield and vicin- 
ity. How many fingers of your two 
hands will it require to designate the 
number of paying mines after two years’ 
exploration ? 

It is not mining which is to blame; it 
is methods. 

The same condition confronts the pub- 
lic again to-day in another section of 
Nevada, which has recently sprung into 
great prominence. Although the district 
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is only about two months old I have 
counted sixty-eight (68) separate com- 
panies from that district in the advertise- 
ment of one broker as carried in a prom- 
inent mining paper recently, and there 
were probably half as many more adver- 
tised in other portions of the same paper.. 

One hundred mining companies in a 
two months old district. Consider what 
this means. If each company holds the 
average number of mining claims it 
means that the area already occupied cov- 
ers fifteen square miles of country. The 
real zone of actual or probable produc- 
tion in any mining district can usually 
be covered by a few square miles, and 
more often two or three. The first dis- 
coveries are usually the best on account 
of covering the outcrop or apex of the 
mineral zone. Many of the subsequent 
locations are based upon contiguity, or 
course from the original lode, or upon 
the reputation and notoriety of it. 

Upon such uncertain, undetermined 
locations probably 90% of all mining 
companies are formed, usually by persons 
who know nothing about mining, but un- 
derstand printing and stock selling. It 
is these companies in which the investor 
is willing to gamble. 

These are not mines and any ordinary 
$5.00 investor should know it, They are 
not even prospects in the large majority 
of cases, for a prospect must possess 
something more than location, 

We may say that there are three classes 
of opportunities before the public invest- 
or in the mining line, and these oppor- 
tunities are taken up by the three cor- 
responding classes of mining investors. 
Briefly, they are as follows: 

1. THe MINE which may be defined as 
a property containing metaliferous ores 
in profitable and workable quality and 
quantity. It is the experienced mining 
man such as W. A. Clark, the late J. B. 
Haggins and others who invest in these. 

2. THe Prospect, which is a property 
possessing such surface indications as 
would lead the practical miner or the 
experienced engineer to believe that it 
may make a mine with proper develop- 
ment. It is the considerate investor who 
invests in the prospect, and he usually has 
little cause to complain. 

3. Tue Location. A tract of ground 


filed upon under the mining laws, but 
showing no reasonable evidence of min- 
eral, It is the reckless investor who in- 
vests in this class—the man who believes 
that mining is a pure gamble—that he is 
as likely to strike it rich one place as 
another, for this reason (he believes) one 
should take advantage of the greatest 
odds. He it is who always loses. 

The prospect has perhaps been con- 
demned by some engineers as unworthy 
of investment, but if the prospect were 
neglected there would be no mines. 

Nature operates along practically the 
same lines in all parts of the world, an‘ 
the miner has a right to rely upon and 
believe in the uncontradicted evidence of 
the rocks. They sometimes deceive, bpt 
not nearly so frequent as is supposed. 

The failures, as related to the investor, 
are not due to the false evidence of the 
“prospect” so much as they are to the 
false statements of the “prospectus.” 

The legitimate prospect may be com- 
pared to the development stage of any 
business. The manufacturer must first 
invest in the factory, machines, raw ma- 
terial and labor, before he can hope to 
turn out the finished product. The mer- 
chant must first lay in his stock of goods. 
The farmer sows his seed, and has a 
prospect. The past experience of farm- 
ers, however, assures him that he can 
reasonably hope for the germination and 
fruition of the planting. But if he sowed 
in the sand, or neglected to cultivate, 
failure can be foretold from the begin- 
ning. 

So with the mining prospect; to war- 
rant investment it should be a “prospect” 
and right here is where the investor must 
exercise his best judgment. 

The mine must have ore. The “pros- 
pect” must have evidence of ore—not 
purely circumstantial evidence, but tangi- 
ble and reasonable evidence. Proximity 
to other mines is not always evidence, 
but lodes, veins and mineral outcroppings 
are, the value of the evidence depending 
upon other favorable features. 

When you are tempted to invest in 
mining stocks first divest your mind of 
the idea that it is a gamble. So long as 
you entertain this idea, you are disquali- 
fied from considering the merits of the 
froposition. If it is worthy of your con 
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sideration at all, it should only be so on 
sound business principles. You would 
not think of purchasing a house and lot 
without knowing something about the 
title, and value of the property. So, too, 
know something about the “prospect.” 

The opportunities for investment in 
the first class are reasonably plenty; in 
the second they are numerous, while in 
the third they are, like the poor “always 
with us.” They are arranged to suit 
every investor. In the list of 68 sto 
referred to, the prices ranged from I 
cent to $2.00 a share and on terms of 
10% cash and 5% monthly, so that no in- 
vestor need miss an opportunity on ac- 
count of price or terms. Included in this 
list there may be many good properties 
and good opportunities, but it is not for 
the investor to close his eyes and select 
the company his finger drops on. He 
would fare better to select it in the same 
way he would carry out any ordinary 
business affair. 

Nearly two years ago a few gentlemen 
were about to invest $50,000 in a mining 
property in Nevada. Upon examination 
I found that the title consisted of loca- 
tions which were not even properly 
staked, marked or recorded. They were 
overlapped by other locations which were 
being worked. There were no visible 
veins or lodes on the surface of the 
claims and none had been opened up. 
There were no likely prospects within 
about six miles of the locality. 

When I called attention of the owner 
to all these points and asked upon what 
theory he considered them worth $50,000, 
he stated that another group near there 
had been sold for $100,000, and that his 
claims showed equally good and were 
on a direct line with the great mine of 
the district. I was forced to admit that 
I could not conceive of any point of the 
compass which would not be in a direct 
line with the great mine of the district. 

This group of nine claims would have 
looked. nice on a map with an arrow 
pointing to the great mine of the district, 
apparently only a short distance on the 
map, but in reality nine miles. 

When I suggested $50.00 as a fair 
price for the property the air became 
blue for a minute. Yet after the owner 
had spent several hundred dollars on the 
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property, I received a very courteous let- 
ter from him expressing his regret that 
he did not abandon it sooner. 

Only a short time ago I had occasion 
to examine into another flotation for 
some clients. The few things unearthed 
were defects in the organization; defec- 
tive title; promoters selling their stock; 
property not being worked; gross mis- 
statements in the printed prospectus and 
reports. About ten days were required 
for the promoters to raise the money to 
refund to the stockholders who had paid 
for their stock. 

The great mass of mining investors 
become enthused over the prospects of 
great wealth from a small investment, by 
reading such statements in the advertis- 
ing matter of mining stock promoters. 
They also read about the every-day 
strikes of fabulously rich ore being made 
in new districts. Then comes the offer- 


ing of stock in the company which found 
ore upon its property, carrying thou- 
sands of dollars in value to the ton. 
While the excitement is on the investor 
who looks upon mining as a gamble 


throws his money into the hopper of 
fate because he is promised a thousand 
for one—if he wins. 

If he had not entertained that errone- 
ous idea to begin with, he would have 
given serious consideration to the sub- 
ject and would have probably discovered 
that the stories of great fortunes from 
small investments were myths; that the 
rich ores were only assay tests, made 
upon a small piece of ore from which 
most of the quartz had been removed, 
and was therefore not a sample of the 
ore; that the news items about the daily 
rich strikes were inspired—articles prob- 
ably paid for—to create public enthusi- 
asm. 

Use thrice caution when the air is full 
of enthusiasm. 

I believe in mining and mining invest- 
ments and during twenty years’ experi- 
ence have shown my faith in it. But 
there is a vast difference between mining 
and printing; between mining and gam- 
bling. 

No one should discourage investment 
in legitimate mining, but everyone 
should condemn gambling. 

If you are going to invest in mining, 
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go slowly; don’t go into it as a gamble, 
but because you believe it is legitimate. 
Inquire into the essential points which go 
to establish the merits of that particular 
proposition. The greatest mistake of the 


mining investor is in acting upon the 
false theory that mining is a gamble, for 
this closes his eyes and reason to all the 
essential facts he should know if he 
hopes to meet with success. 


The Element of Age in Business. 
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This is the age of caution 





and nothing This 9 - 
2 + to lose. 


‘This is the 


egotistical pernod— 

when the son thinks be 

knows more then his i. 
father. This space rep- 30 


resents the son s egotism 
The boy is 35 
pow chang- 
sag his mind 
ea vty Dg 
a life is & real- 
as much as 
he magined. 
He now con- 
siders bis 











man vace 
Esther success or failures. settied. No 
days of grace are allowed. 


NOW OR : NEVER. 





period. 85 man must Bot specu- 


late, for be has all to lose 
and nothing to gaa 

He looks for security. 
Bot high rates of interest. 


arly earnings or their childrea for support. 


50 

Alter this 

a 

9.000 can recover 

nis financial footing . 








3 At eisty. 95 per cenT of nen are dependent upon thew 





Self Confidence 

A faint heart never won fair divi- 
dends ; and the man who does not believe 
he can—seldem does. 

Self-confidence is the general manager 
—the pusher-—the director of the master 
mind. It decides that the thing can be 
done—and spurs, drives, inspires the 
man to do it. 

It is the breeder of courage; the foun- 
dation of resolve; the stimulator of en- 
ergy and genius. 

It revels in competition; sneers at 
gibes; pooh-poohs the unsurmountable ; 
gives the weak the strength to oppose 
the strong, the one-man business the 
courage and determination to outclass 
the giant corporation. 

“Impossible ?—There is no such word 
in the dictionary !” 

That’s self-confidence 
Success. 


and almost— 


’Twixt optimist and pessimist 
The difference is droll ; 

The optimist sees the doughnut, 
The pessimist the hole. 


How the “Ticker” Can Serve You 


It will lay before you the scientific 
methods followed by people who are 
making money in the markets. 

It will answer inquiries pertaining to 
the Science of Speculation and Invest- 
ment in all markets, and present to you 
hundreds of answers of this character, 
all of which will help you in your opera- 
tions. 

It will distinguish between houses of 
the first class, the second class and the 
unspeakable class, and will put you in 
touch with a responsible house located 
where it is most convenient for you to 
trade. 

It will help in a thousand ways to make 
your ventures or investments highly 
profitable and remunerative. 


London Settlement Days : 


May 29th. 
June 12th. 
June 26th, 

















OTS of people look upon Wall 

L Street as a place where money is 

to be made. I agree with them 

in one sense. I also consider Wall 

Street the most amusing game on earth. 

I get lots of amusement from it and if 

the rest of the crowd down there would 

not take the market so seriously, they 

would derive a lot of pleasure from the 
exploration of its byways. 

I mean just what I say—l get a lot 
of pleasure out of the “tape.” Perhaps 
it is because I make my money in other 
ways and merely look for diversion down 
Trinity Church way. 

The trouble with most people is that 
they use for speculative purposes the 
money which ought to remain in their 
own legitimate business. I merely put 
up what I can get along without, There- 
fore, if I lose, it does not bother me; if 
I make money, well I just keep on play- 
ing until my mood changes or until I 
drop it again. 

A few months ago, finding myself in 
the humor for a mild sort of plunge, | 
dropped into a brokerage house where 
I occasionally do some trading, put up 
$10,000 margin and, having a “hunch” 
on Reading, gave an order to buy 2,000 
shares at 9834. Three days later, I sold 
it out at par—profit $1,250. 

Next day it still stood at par and I 
bought 4,000 shares, selling it out a few 
days later at 106'4—profit $13,000. This 
was going some, 

On a dip to 105, I bought back my 


The Story of a Plunge 


How $35,000 Was Made and Dropped 


By T. M. BILL 


and sold them at 108— 
I'm giving you round 


4,000 shares 
profit $6,000. 
figures. 

On the following Thursday, it reacted 
to 10714; I bought 2,000 shares and 
sold them out the same day at 1094— 
profit $1,750. 

Next day I rebought twice as much, ° 
4,000 shares, at 107% and sold them out 
during the same session at 10934—profit 
$4,500. 

Thus, in five trades, I had taken $26,- 
500 gross out of Reading, which was 
doing fairly well. During this time, the 
stock had risen 10 points and, by sell- 
ing on bulges and buying on reactions, 
I had got about all there was in it for an 
average trader, playing in luck. No, | 
didn’t even have a rabbit’s foot with me. 

Turning my attention to Steel Com- 
mon, I bought 2,000 shares at 29% an‘ 
sold them the next day at 3034—profit 
$3,000. 

The following week, I sold 2,000 
shares of Union Pacific short at 126 and 
took it back at 123—profit $6,000. I was 
having a lot of fun. 

It bulged up to 124% again; I “short- 
ed” it at that figure and bought it in at 
a point and a half, making $3,000 to the 
good. 

This may seem like a fairy tale, but | 
am telling you facts. By this time I had 
made eight trades, every one of which 
showed a profit, and my account stood 
as follows, after drawing out the orig- 
inal $10,000 margin: 
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Gross Profits ... $38,500.00 
Commission 


Tax 


Total 


3,900.00 


Net profit for the 
month 


$34,600.00 


I have, of course, eliminated the odd 
cents, giving only the round figures, That 
this run of luck was almost too good 
to last, was shown in my operations 
during the two following months. 

I thought I would take another hack 
at Reading and sold 2,000 shares at par, 
buying it back at 102—loss $2,000. It 
took me some little while to get my cour- 
age up again, as it looked to me as 
though my luck had changed. 

I waited patiently for what I consid- 
ered a favorable opportunity and about 
two weeks later sold 3,000 Copper short 
at 47. Copper never stopped until it 
touched 52, at which price I closed out 
with a loss of $15,000—quite a crimp 
in my bank roll, but I still had enough 
to the good to warrant a perpetuation 
of my smile. Adding my commissions 
and tax for the month, I found I was 
out $18,350. 

At what turned out to be the bottom 
of a certain dip, I became very “bear- 
ish” on Union Pacific and sold 2,000 
shares at 110%, covering it at 114—loss 
$7,000. 

It continued to rise and I put out the 
2,000 shares again at 116; took it in at 
119—loss $6,000. 

At 124, I tackled it again with a one- 
point stop order on 2,000 shares and 
was caught. 

Total loss for the month, including 
commission and tax, $16,620, and as this 
meant that I was $370 to the bad on my 
whole operation, I concluded that would 
be about all. 

In looking over my transactions, I 
found that I had traded in stocks hav- 
ing a total value of about $2,500,000; 
that the capital employed was $10,000, 
being 10 points on the first trade. I had 
traded in 50,000 full shares of stock, the 
commission of which was $6,250; had 
paid taxes to the amount of $500 and 
interest on my long trades of $120. 


At the finish my books looked like 
this: 
Gross profits 
Gross loss 


$38,500.00 


On my actual trading, there- 

fore, I had made a profit 

of $6,500.00 
but as the commissions, inter- 

est and taxes amounted to 6,870.00 
I was to the bad $370.00 

The largest profit was $13,600 in 
two days; the largest loss, $15,000 in 
eight days. Profit on the long side $25,- 
000, on the short sales, $13,500; loss on 
the short sales, $32,000.00. 

Of course, there is no use saying what 
might have happened had I not become 
bearish on the bottom, but just out of 
curiosity, the other day I figured it up 
and found that if I had gone long in the 
place of short on the last several trades, 
my net profit would have been $63,000. 

However, I enjoyed the game while it 
lasted, and when I[ see another oppor- 
tunity, and feel so disposed, I’ll take an- 
other plunge. If I lose, it won’t hurt 
me; if I make money, I may feel a little 
more “chesty,” but I find I cannot eat 
more than three meals a day, sleep under 
more than one roof the same night or 
wear more than one suit of clothes com- 
fortably. 

If you have a cheerful disposition, 
what’s the difference, whether you are 
$63,000 in or $370 out? 

I had my fun, the broker got the com- 
missions, and you—have the story. 


The best fish swim near the bottom. 


Never count fish till they’re out of the 
sea. 


The bee that gets the honey doesn’t 
hang around the hive. 


Mark Twain laid down the only rule 
that invariably holds good with respect 
to individual months and the stock mar- 
ket. “December is a bad month to specu- 
late in stocks. The others are: April, 
July, November, May, August, March, 
January, September, June, October and 
February. 





Taking an Investment Position 


Advantage of Trading on the Long Swings 


the part of the American public 

to trade on the “Long Swings” 

—take an investment position— 
buying in panics and holding with the 
purpose of selling out in boom times. In- 
vestigation is constant in this direction, 
the outcome appearing in the form of 
books tending to show the advantages 
of this method. 

Henry Hall’s work, entitled, “How 
Money is Made in Security Investments” 
is one of these. It describes the cycles— 
prosperous times and panics for the past 
hundred years; shows the cause of the 
big declines and the conditions which 
made recovery possible ; records the year- 
ly movements in prices and the possibili- 
ties for money-making if the investor 
would take advantage of these; how the 
market acts at the tops and bottoms of 
“long swings”; when to buy, when to 
sell, etc., etc. 

Roger W. Babson’s book, “What and 
When to Buy,” is another production 
along the same line, the series of ex- 
planatory articles which he is now writ- 
ing for THe TicKeR being in response 
to the demand for more light on this 
subject. 

The ability to detect turning points in 
the market and in business conditions, 
forms an important part of the education 
of every business man, speculator or in- 
vestor. That more books will be writ- 
ten, and the subject eventually reduced 
to a science by a growing percentage of 
American citizens, seems certain. 

Last November and up to February of 
this year, people flocked into the market 
with their surplus funds and savings, 
bought stocks outright in small and large 
quantities, had them transferred into 
their own names and took them away. 
These buyers are not to be found in Wall 
Street to-day ; they form an entirely dif- 
ferent class from those who spend their 
time over the ticker. They will not again 


'T tte p is a growing tendency on 


appear in Wall Street until prices are 
booming and they can realize from 25% 
to 200% on their original capital. 

In the book above mentioned, Mr. Hall 
cites a few instances where immense 
fortunes have been built by stock invest- 
ments, These are taken from the history 
of the last generation :— 

“Commodore Vanderbilt began life as 
the owner of a canoe, which he sailed as 
a ferry boat from New York to Staten 
Island.’ He borrowed money to go into 
a steam ferry line and extended his oper- 
ations to steamboats in general. Late in 
life, he went into railroads and made the 
name of his family famous by buying 
good stocks when they were cheap an‘ 
selling some of them afterwards at an 
advance, often at almost fabulous prices. 

“Moses Taylor, who had grown up in 
the mercantile business in New York, 
surprised even some of his business asso- 
ciates by dying worth $40,000,000, made 
by backing Delaware, Lackawanna & 
Western at a critical period in its affairs 
and after a thorough investigation. 

“The Astors owe their immense hold- 
ings by no means entirely to real estate. 
They have always been careful and 
shrewd buyers of stocks in violent de- 
clines. They are often in the stock mar- 
ket. 

“Crocker, Huntington, Stanford and 
others of that group of remarkable men 
were merchants in a small way in the 
neighborhood of the California gold 
mines. Their fortunes were due in part 
to railroad contracts but mainly to the 
rise in value of the stocks owned by 
them. 

“Jay Gould, one of the most daring 
and intellectual men Wall Street has ever 
known, left more than $70,000,000 to his 
family, the bulk of which arose from the 
purchase of stocks in times of depression 
and their appreciation in price after he 
had built up the properties they repre- 
sented. 
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“George Peabody derived his great 
wealth from stocks, bought and sold 
wisely. 

“Thousands of other men, some of 
them not known outside of their immedi- 
ate circles, until the Probate Court or 
their gifts to public objects revealed the 
extent of their possessisons, acquired en- 
tire financial ease through stocks, bought 
when they were low and sold advantage- 
ously when they were high. 

“What took place in that respect dur- 
ing the last generation is being also done, 
to-day, by a throng of men, on every 
side, .who have risen from modest begin- 
nings in trade, mines, manufactures, etc., 
and are now among the captains of 
finance and industry in these States. 

“Among the men who have added to 
their wealth by stock investments, there 
are, of course, a few persons of excep- 
tional qualities, who have themselves 
called into play the forces, which 
made stocks in general or those in which 
they were particularly interested, high or 
low. All the others, and that means all 
except one out of every thousand, have 
simply taken advantage of the situation 
as they found it. They bought stocks, 
when they could do so, safely and cheap- 
ly; and they sold, when the good times 
or the manipulation of prices by insiders 
had forced stocks to high figures. It is 
this policy only which can be followed 
by the small investor. He can do little or 
nothing whatever to affect the price of 
stocks, one way or the other; but he can 
buy them, when they are extremely low, 
all things considered, and he can sell 
them in boom times, at or near the top 
of a long rise. 

“Now, what results can be produced in 
a series of years by the ordinary in- 
vestor? 

“Suppose that a young man, starting 
in 1870 with a thousand dollars which 
he had earned and saved, had put it into 
New York Central stock. That was an 
approved and good stock, with a great 
future, and a dividend payer. Ten shares 
could have been bought for $900. New 
York Central has always been an invest- 
ment stock, very steady in price, and 
very safe. If the investor, starting with 
his ten shares, had sold the stock within 
four or five points of the top of every 


considerable rise, and had reinvested all 
the money in New York Central some- 
where near the bottom of- every marke | 
decline, from 1870 to 1905, he would 
have been worth at middle age the sum 
of at least $150,000; and this would have 
taken care of him, all the rest of his 
life. No panic could have touched him, 
because his shares would have been fully 
paid for. He would not have been 
obliged to go into the market and give 
an order (to buy or sell) more than 
once or twice a year, as a rule. He woul | 
have learned by experience, when New 
York Central stock was too high to keep, 
and conversely when it was so low that 
he ought to buy it. He would have had 
to be a diligent student of financial con- 
ditions in general and of the earnings 
and prospects of New York Central in 
particular. He would have received a 
number of dividends while the stock was 
in his name between times; and at the 
moments of reinvestment, he would al- 
ways have had a little surplus cash left 
over after making his purchases. 

“If, in 1870, he had put his money 
into Illinois Central, another sedate in- 
vestment stock, with a great record as a 
dividend payer, he would have had to 
pay about $1,300 for ten shares of it. 
If he had sold it, and bought again, as 
above outlined, dealing in Illinois Cen- 
tral alone, his holdings would have 
grown to about 900 shares by 1905, 
worth about $170,000, all the outgrowth 
of the original $1,300. 

“Ten shares of Delaware, Lackawanna 
& Western, bought in 1870, for $1,020, 
would have grown to 1,000 shares in 
1905, worth about half a million. 

“There were fewer stocks to choose 
from in 1870, than now—only about sev- 
enty actively traded in at the New York 
Stock Exchange, then, compared with 
over 250 now. It is therefore quite pos- 
sible, that a neophyte in investment in 
1870 would have put his first thousand 
dollars into some stock, which afterward 
ceased to pay a dividend for a time, or 
into a stock which did not pay a divi- 
dend even then, but which like Union 
Pacific had a great and certain future. 

“Suppose that he had gone into St. 
Paul, a stock with a checkered career, 
but now a gilt edged investment. He 
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could have bought fifteen shares in 1870 
for $900, paying about $60 a share. In 
1877, St. Paul was worth as low as $11 a 
share. The price rebounded from that 
low figure and in 1881 St. Paul sold as 
high as $129'%. In 1888, dividends were 
suspended for a time. Hundreds of men 
have followed the fortunes of St. Paul 
through good and evil days until the 
present time. They saw the stock rise 
to $19834 in 1902. If an investor in 
fifteen shares of St. Paul (bought in 1870 
for $900) had sold anywhere near the 
top of the next considerable rise, and 
had reinvested all the money in the same 
stock anywhere near the bottom of the 
next heavy decline, and had pursued this 
policy consistently, he would have made 
about $2,000,000 by 1905. 

“If our investor had chosen Union 
Pacific for his studies and investment, 
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from 1870 to the present day, he could 
have started with fifty shares costing 
about $1,000 and sold out his interests 
in 1905 for something like $3,000,000, 
and this, too, without having had to pay 
the assessment when the company was 
reorganized in 1897. 

“Central of New Jersey would have 
yielded about $6,000,000 in thirty-five 
years from an investment of $950.” 

That one does not have to go so far 
back to find other instances where im- 
mense fortunes have been made in stock 
investments, is proven by the experience 
of E. H. Harriman and Kuhn, Loeb & 
Co., who accumulated Union Pacific as a 
bankrupt property selling in single fig- 
ures. They reorganized and put it to 
nearly $200 per share, with one stroke 
placing themselves in the front rank of 
finance. 


The Financial Columns of Daily 


Newspapers 


By H. 


NYONE with even a slight inter- 
A est in the stock market usually 

opens his daily newspaper at the 

financial page. He first glances 
down the list of transactions and ob- 
serves whether plus or minus marks pre- 
dominate. These indicate at a glance 
whether the market is up or down for 
the day. He next looks at his pet stocks 
and learns whether he is ‘in” or “out” on 
the day’s movements. With these pre- 
liminaries, his eye reverts to the heading 
of the financial article; this he carefully 
peruses, 

The little paragraphs under the caption 
of “Financial Notes” next receive his at- 
tention, especially such items as touch 
upon securites in which he is interested. 
\ny mention of these is carefully read 
and usually swallowed whole. 

In this he commits a grave error. The 
fact that an item of news (whether it be 
gossip, hearsay, semi-official, or merely 
the writer’s opinion), appears in print, 


C. King 


carries no guarantee of accuracy or au- 


’ thenticity. 


The public gives little thought to such 
matters, but anyone who takes the troub- 
le to dig below the surface will become 
convinced that the average financial page 
of the daily newspaper is not to be taken 
with a grain, but with a shower of salt. 

Few financial writer’s have access to 
facts not available to the general public. 
They may, if especially favored or well 
connected, be able to secure certain in- 
formation slightly in advance of public 
announcements, but beyond this they can- 
not go. 

Like the rest of us, the newspaper man 
scans the news tickers and the news slips 
for facts; these facts he clothes with 
ideas drawn from his own imagination, 
elaborating upon them and shading them 
with doubt, credence, optimism or pes- 
simism according to his personal charac- 
teristics ; those whom he wishes to favor ; 
his personal commitments in the market ; 
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the state of his liver; and various other 
considerations. 

His publication may be under the con- 
trol of certain financial interests who not 
only require him to wear a collar, but 
keep him strictly in leash. 

It is a well-known fact that powers of 
the “Street” make frequent use of the 
daily press throughout the country when 
it become desirable to mould public 
opinion. People know what they hear 
and what they read. They do not leave 
their business for the purpose of calling 
on Mr. Morgan or Mr. Harriman to in- 
quire about the latest moves on the 
financial chess board; they depend upon 
their newspapers to keep them advised, 
therefore a clique which controls the 
press holds in its hand a trump card. 

The average man has given no thought 
whatever to this subject, so it is well to 
call attention to the fact that every finan- 
cial article is written by a mere man, and 
that this man has the usual characteris- 
tics of those interested in the financial 
markets—he wants to make money, all 


he can and quickly too. 

His profession requires him at times to 
meet certain financial celebrities, but the 
information gained at such interviews 
is not always such as can be served up 


to his daily readers. When he writes 
his article he must base it upon tangible 
facts, incidents or announcements which 
have developed during the day. 

I remember a writer for one of the 
daily papers who spent all of his time 
between ten and three with his nose in 
close proximity to the ticker tape. At a 
certain hour a boy from the newspaper 
office appeared for his “Copy” describing 
the morning’s market. Intensely bored 
at the interruption, he would run over 
to the news ticker, examine the gossip 
slips and dash off in hot haste a few 
paragraphs, the whole operation taking 
less than ten minutes. Immediately 
thereafter, he would return to the ticker 
and resume trading until just before the 
close, when he was obliged to show up at 
headquarters and furnish the regular 
afternoon article. His column was but 
the hasty rehash of what had been an- 
nounced, or rumored or gossiped about 
during the day. 

At certain times, when breaks in par- 


ticular stock would occur, certain impor- 
tant interests would send him word, 
something like the following: “When 
you describe that decline in Mop, just 
say it was caused by so and so.” 

This may or may not have been true— 
it was what they wished the public to be- 
lieve. 

Now it seems to us that the business 
of a newspaper is to give the news. As 
financial news is an important factor in 
influencing the public in its market com- 
mitments, there appears no good reason 
why such news should be colored either 
with rosy tints or indigo, according to 
the attitude of the writer. 

The ideal financial column would be 
one that cited the facts in an unbiased 
way. With proper handling this could 
be done in a way that would make this 
department of a newspaper a most inter- 
esting, as well as valuable guide. At 
present the average financial article is 
as dry as a chip. 

Why not hire a pen-pusher for this 
purpose who could do something more 
than half-sole-and-heel the facts result- 
ing from the day’s developments. A 
man who understood tape-reading, man- 
ipulation, the weighing of financial facts 
and their actual effect upon prices, could 
make an extremely interesting story if 
he gave time and attention to it. 

The average baseball story in years 
gone by was on a par with the financial 
articles of to-day. That is, it told of the 
hits, runs and other features of the 
game, but there was no such interesting 
elaboration as we find in to-day’s up-to- 
date publications. This is one thing that 
has made baseball so popular. 

We are not trying to put the stock 
market on a level with baseball, but it is 
certain that to-day’s financial writers can 
learn much from this source. 

We can form no estimate of the aver- 
age salary paid those who write financial 
columns for daily newspapers, but doubt- 
less it does not average over $1,500 to 
$2,000 a year. If we are wrong will 
somebody please correct us? 

A friend of mine who once occupied 
this position on a prominent newspaper 
said tome: “There is no money in this 
job. They only pay me $25 a week. | 
would not stick at it a minute if it were 
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not for the indirect benefits derived.” 

As we both understood what “indirect 
benefits” were, it was a case of “Nuff 
said.” 

Why not get a man of some literary 
ability, pay him a salary on which he 
can support a family, make a cast-iron 
rule that he shall not accept any per- 
quisites, or do any trading for his own 
account so that his judgment will not be 
warped in the least degree. Require him 
to learn tape reading; the actual (not 
theoretical) effect of news announce- 
ments on the market, and demand that 
he produce readable, reasonable and di- 
gestable matter which will be of actual 
assistance to a speculator or investor, and 
not an unpleasant pill that must be swal- 
lowed in order to retain financial health? 

“The goods” can be had if you pay the 
price. 

This reminds me of the Irishman, 
about to leave his house one morning 
when his wife asked him where he was 
going. 

“To buy a horse,” said Pat. 

“How much money have ye?” she 
quizzed, 

“A doilar,” he replied. 

“Faith, ye’d better take two and buy 
a good wan.” 

The average small paragraphs relating 
to Wall Street topics are much more 
eagerly read than the main article, be- 
cause they present the news briefly and 
occasionally (only) contain valuable 
hints. The average production in this 
line, however, is composed of ten per 
cent. fact, five per cent. sound reason 
and eighty-five per cent. imagination. 

The writer’s first official appointment 
as editor of a publication was handed to 
him on a liner in the middle of the At- 
lantic Ocean, There was published on the 
ship a daily sheet called a newspaper— 
a few brief facts received by wireless, 
elaborated upon by the so-called editor, 
and served up to the unsuspecting pas- 
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sengers at breakfast each morning. The 
Marconi dispatches were from four to 
twelve words jong, yet the newspaper 
contained lengthy paragraphs describing 
the circumstances in detail. The tax on 
one’s imagination, especially when it 
came to dealing with such topics as the 
suppression of native riots in Zululand, 
was something fierce. To make the 
Zulus climb trees and the British boost 
them with bayonets, might have been an 
easy job for an old-timer, but a novice 
could not stand the stress. 

The position was occupied for one suc- 
cessive evening, during which Nemesis 
came around in the shape of a cash 
drawer in the Purser’s office, which 
would insist upon becoming unlatched 
every time the steamer rolled editorwise, 
and soaking that functionary in the re- 
gion of the equator. 

Imagination may be good food for 
sea-goers when there is no other up-to- 
date news available, and with no oppor- 
tunity for comparing with lengthy dis- 
patches on the same subjects, but for the 
people of the United States who buy 
their newspapers in good faith and look 
to them more than any other one medium 
for enlightenment upon official announce- 
ments, such stuff does not go at all. 

We believe that a little concentration 
on this subject on the part of newspaper 
owners and managers will convince them 
that there is room for vast improvement 
along the lines suggested; that public 
confidence is abused through the average 
financial page of to-day; that instead of 
imagination, guesswork, poor judgment, 
hasty throwing together, etc., we should 
be able to read in our favorite daily, a 
clear, simple, truthful, and healthful ela- 
boration of the actual facts; that the 
ownership of a newspaper, the desires of 
its manager, the commitments of the 
financial writer, and other considerations 
of like character, should form no ob- 
stacle to more efficient service. 











INQUIRIES 


What do you wish to know about trading or investing in securities or commodities? 
Is it something regarding opening an account, margins, commissions, stop orders or other 


kinds of orders? 


In fact, is there any point in connection with the science, methods or customs of the vari- 
ous markets which you would like to have clucidated? 
lf so, write us questions briefly and they will be answered in this column or otherwise. 


if personal wee desired, enclose stamped envelope. 


Address Inquiry Department 


NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROB- 


ABLE MARKET. MOVEMENTS. 


Q.—Kindly state what books are best from 
which to study the subject of bonds? 

What is the usual method of ascertaining 
whether bonds are “tax-exempt” or not? 

Ans.—“Money and Investments,” by Mont- 
gomery Rollins, contains a very clear explana- 
tion on all questions pertaining to bonds, the 

various issues, etc. This book also contains 

a list of other works consulted in its prepara- 
tion. Other books which we would recom- 
mend are White & Kimball’s “Digest of Rail- 
way Mortgages,” and Montgomery Rollins’ 
“Bond Value Tables.” 

The usual method of ascertaining whether 
bonds are “tax-exempt” or not, is to look up 
the law obtaining in the State where the mort- 
gage is recorded, and see whether the char- 
acter and terms of the bond come within the 
law. Bond houses usually have their attor- 
neys inquire into such matters. 


Q.—Will you kindly inform me if, in your 
judgment, the American Can Co. is doing a 
prosperous business and if you consider the 
preferred stock a fair business man’s invest- 
ment? Also what is the amount of unpaid 
dividends now to the credit of the stock? | 
note that it is 7 per cent. cumulative and that 
they pay but 5 per cent. 

Ans.—We should be very glad to answer 
your inquiry were it not against the Ticker’s 
policy to give an opinion on securities, or the 
market. 

The American Can Company’s— preferred 
stock is 7 per cent. cumulative, and dividends 
are now at the rate of 5 per cent.,-being paid 
quarterly, January, April, July and October. 
The company is apparently 29 per cent. be- 
hind in its cumulative dividends, 


Q.—Is the Illinois Steel Company a_ sub- 
sidiary of the U. S. Steel Corporation, and 
where could I obtain a list of the plants which 
go to make up this corporation? 

Ans.—The Illinois Steel Company is a sub- 
sidiary. For a list of properties see Poor's 
Manual at your banker's office. 


Q.—How are odd lots of stock disposed of ? 
For instance, I instruct my broker to sell 40 
Steel common at 34% 

Ans.—Your instruction is handed to the or- 
der clerk in the broker’s office; he telephones 
to the Stock Exchange floor where the order 
is written out and sent to de-Coppet & Do 
remus’ representative in the U. S. Steel crowd. 
This firm is the largest dealer in odd lots. 
It buys when others wish to sell and sells 
when they wish to buy. If Steel common is 
34% bid for 1oo-share lots, you can sell your 
40 shares of Steel common at that price. If 
the bid is lower you will have to wait until 
the market rises to the above point. If the 
bid price permits, he will send your broker a 
report reading as follows: “We have bought 
of you 40 Steel common at 34%.” Your brok- 
er then advises you. 


Q.—Is a New York Stock Exchange house, 


located in a Pennsylvania city, justified in 
charging their clients 6 per cent. interest for 
carrying New York stocks when call money 
is ruling 13%4 at 2 per cent.? 

Ans.—A_ house can charge any rate of in 
terest-it chooses, so long as it is not less than 
the average cost of its money. If you are 
dissatisfied with your interest rate, make in 
quiries of other brokers and place your busi 
ness where you can a get the most liberal terms. 





INQUIRIES. 91 


Q.—Kindly give your opinion on the fol- 
lowing transaction, and state whether it is in 
accordance with the rules of the New York 
Stock Exchange: 

On a certain day, I placed an order on that 
Exchange to sell an odd lot of New York, 
New Haven and Hartford Rights. The pub- 
lished quotations for that day and the next 
were all at 334, but my broker was unable to 
get over 3%. He explained that, because this 
was an odd lot, he could not do better; that 
he had given the order to the odd-lot dealer, 
who agreed to take them as soon as 3% was 
bid for 1oo-share lots. Should he not have 
made a bona-fide sale of the Rights, instead 
of giving an option at % below the market? 

Why is it, in buying and selling odd lots of 
stock on the New York Stock Exchange, the 
order cannot be executed at the limit unless 
the Board Quotations are above or below, ac- 
cording to whether one wishes to buy or sell? 

Ans.—The transaction was evidently hon- 
estly conducted and in accordance with the 
rules of the New York Stock Exchange. If 
the quotation for the Rights was 34% @ %, 
you could not expect to get better than 3% 
on a lot of less than too Rights. The sales 
reported were evidently lots of 100 or more. 
Your broker did not give an option to anyone. 
All odd lots go to the odd-lot dealers and the 
orders are filled by therm as soon as the “bid 
and asked” price permits. If you had been a 
buyer instead of a seller, you probably would 
have had to pay % for them. 

On stocks like U. S. Steel, you can buy and 
sell odd lots at the “bid and asked” price. In 
trading in stocks which are less active, this 
difference between “bid and asked” price is 
sometimes wide (see page 42 of the April 
Ticker; also article on the Execution of Or- 
ders in the January number). 


Q.—I learn by the Cincinnati Enquirer that 


the Grand Jury has returned indictments 
against the so-called bucket-shops of Cincin- 
nati. Among the list is the name of a broker 
with whom I am dealing. I fully realize the 
danger of dealing with such and wish to know 
particularly how to ascertain whether you are 
dealing with a legitimate house. How can I 
get such names, say in Cincinnati and Colum- 
bus, or in any other city? Do such handle 
small orders, say 10, 20 or more, giving the 
client with small means the same opportunities 
as those with larger means? 

I have already taken up some 1o-share lots 
and the scare has induced me to pay for more 
in full. 

Can I take these stocks in this quantity at 
any time to a legitimate broker and sell them? 
In other words, does doing away with the 
bucket-shops shut the small dealer out? 

Ans.—We can furnish you with the name 
of a reliable house in your locality, where you 
can deal in ten-share lots or upward for in- 
vestment or on margin. Such a house is * * 
* * They will give you the same service as 
if you were trading in 100-share lots. Doing 
away with the bucket-shops, does not, as you 


see, shut the small dealer out. We. shall be 
glad to have the names of any of your friends 
who are trading in bucket-shops, so that we 
may bring the article in the Licker to their 
attention. 

It is often difficult to distinguish the legit: 
mate house from the bucket-shop. Better let 
us do that for you. You can sell your certifi 
cates through the above firm at any time. 


Q.—I note that T. A} McIntyre, in his ex 
amination, stated that it was the custom of 
Wall street brokers to hypothecate all stocks 
in their possession, whether owned outright 
by clients or being carried on margin. Will 
you kindly tell me whether a broker has this 
right? 

Ans.—Certainly not. If a broker holds for 
your account stocks which are paid for in full 
or sent to him for a transfer or safe-keeping, 
he has absolutely no right to use them with 
out your written authority. In such cases, the 
stocks are held in trust by the broker for 
your account. Mr. MclIntyre’s statement has 
been indignantly denied by the secretary of 
the New York Stock Exchange and promi 
nent Wall street houses. In a recent article, 
we showed how one firm managed their se 
curities and books so that this could not hap- 
pen, and we wish to say emphatically that the 
rule of distinguishing sharply between securi 
ties owned outright by clients and those car 
ried on margin is in general practice among 
New York Stock Exchange houses. An et 
bezzler might claim the right to use his emp 
ployer’s money, but that would not keep him 
out of jail. 


_ Q—I notice that some traders are able to 
jvdge quite closely from the tape how the 
market is going. . Will you kindly explain in 
what way the amount of stock as shown on 
the tape indicates the trend? 

Ans.—There are so many fine points com 
prised in the science of tape reading that this 
will have to form the basis for a future ar- 
ticle. briefly, we might say that the volume 
of trading usually increases as a movement 
gains force in either direction. 

Take a stock which is at a practical stand- 
still, the transactions amounting to only a few 
thousand shares a day—let that stock enjoy 
a steady advance and you will find that the 
volume of dealing will increase rapidly as the 
advance progresses. The same is true in a 
break. It is an almost invariable rule that 
abnormally large volumes mark the culmina 
tion of a swing. 

A good tape reader can “ 
often by noting the action of .a stock as it 
emerges from dulness to activity. If the 
movement is upward, trading will increase as 
it goes along, but dealings will fall off. when 
reactions take place. 

“Dulness on declines” is a sign recognized 
by tape readers that there is little stock press 
ing for sale and that the trend is toward still 
higher prices. There was an article on tape 
reading in our February number.. We will 
have more to say on this subject later. 


scent a move” very 
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Q.—What does a blackboard quotation in 
red chalk signify? 

Ans.—It may be used to signify that a stock 
is selling ex-dividend. There is no general 
rule regarding this. 


Q.—How can a resident of Berlin, Germany, 
or London, England, best trade in small lots 
of New York stocks—outright purchase and 
sales? ; 

2nd. When a traveling man is not acquaint- 
ed in a city, and wishes to sell some shares 
which he possesses, what identification besides 
the certificate of stock must he have, or don’t 
he need any identification? 

grd. What must a stockholder of a com- 
pany, for which a receiver has been appoint- 
ed, do in order to protect his holdings, or 
should he just wait until a reorganization, or 
an assessment is charged, and then do as the 
committee appoints? What is the usual out- 
come in a receivership of company, and how 
is the company liable to its stockholders, as I 
hold stock in a number of such companies, 
I wish a little more knowledge on this sub- 
ject. 

1st. In London, the unit of transactions is 
ten shares of American stocks, but you can 
buy any number of shares outright. Any 
banking house in Berlin will execute orders 
in small lots of stock for you. 

2nd. A person would have to be identified 
by something more definite than the mere pos- 
session of a certificate. If he has no friends 
in the city, papers or other documents in his 
possession might satisfy the brokerage house. 

3rd. It is best to wait until a representative 
committee has been appointed and deposit 
your stock according to the reorganization 
plan. The usual outcome of a reorganization 
is an assessment on the stock. If a company 
becomes insolvent, it is not liable to its stock- 
holders; they are partners in the corporation 
and have no claim upon the company’s assets. 
A company which goes into receivership, is 
usually sold out at auction to a new com- 
pany, organized for the purpose. Inquiries 
and answers on this subject can be found in 
previous numbers of the Ticker. 


Q.—I own Illinois Central outright. Hav- 
ing noticed your article in the January Ticker 
on “Arbitraging,” I write to ask what is the 
best way for me to handle Rights which ac- 
crue from the new issue of Illinois Central, 
to be voted on in May? I will probably not 
care to buy any more stock and would like to 
know how I can make the most money by 
using my Rights. 

2. Where can I obtain a stock market chart? 

Ans.—1. Your best plan is to sell your 
Rights at once. At this writing, they are 
quoted on the Curb “when issued” at 4. Rights 
usually sell at their highest price when the 
trading in them commences | articles on 
Rights in- the January number). Of course, 
the stock may be manipulated toward higher 
figures, in which case the Rights would ad- 
vance. As a general rule, however, the stock 


seeks a lower level at such times. We should 
not care to recommend arbitraging in this 
case, as something in connection with the re- 
cent fight for the control of the property might 
arise and prevent or delay the proposed issue 
of stock. 

2. You can obtain a stock market chart from 
The Massachusetts Publishing Co., Everett 
Sta., Boston, Mass. 


Q.—Will you kindly tell me the status of 
a broker who sells unlisted stocks on commis- 
sion, and what is necessary to qualify? What 
books give information regarding stocks and 
bonds? 

Ans.—Anyone can establish himself in busi- 
ness as a broker in unlisted securities. It is 
not necessary to qualify in any way, but he 
must be known among the other Wall street 
houses, if he intends to deal among them ex- 
tensively. See lists of books in the Ticker 
Magazine. 


Q.—I have read with deep interest your ar- 
ticle, “Method of Forecasting the Stock Mar- 
ket,” and I would like you to explain me the 
following doubtful points which are not very 
clear to me, viz.:— 

1st. The amount of $2,400,000, as applicable 
to dividends as per annual report; does this 
amount mean on the outstanding stock of the 
company, either preferred or common or both? 

2nd. The amount of $600,000; is it for earn- 
ings? Do you not take into consideration 
the net operating expenses of the road to ar- 
rive at the percentage of earning power per 
share at par value? 

_ 3rd. What do you mean by “less increase 
in fixed charges, resulting from new bond 
issues”? 

Ans.—tst. The amount of $2,400,000 represents 
the difference between gross earnings, less op- 
erating expenses, fixed charges, taxes, etc. It 
bears no relation to the amount of outstand- 
ing stock. It is simply so much cash, which, 
according to the last annual statement, was 
available for the purpose of dividends. 

2nd. The $600,000 represents the estimated 
yearly increase, figuring at the’ rate of in- 
crease shown in the first five months of the 
new fiscal year. The operating expenses were 
necessarily deducted from the gross earnings 
for this five months’ period in order to calcu- 
late the net. 

3rd. In this hypothetical case the road had 
floated a new issue of bonds, resulting 
in an increase in fixed charges of $200,000. 


Q.—If I deposit with a Stock Exchange firm 
a stock certificate, standing in my own name to 
be considered as margin, in case said firm 
fails, what is my standing? Would you ad- 
vise trading in this way so as to avoid all 
possible risk? 

Ans.—Unless you give your broker written 
authority to hypothecate your certificate, he 
has no right to use it in any way. In case of 
failure, you can recover your certificate upon 
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payment of the balance due the firm. We 
should advise your trading in this way, in 
preference to depositing cash. 


Q.—How can the book value of certain 
stock be determined? 

Ans.—We know of no way that you can 
accurately figure book values of railroad or 
industrial stocks. In the case of Bank or 
Trust Companies, add capital and surplus and 
divide by the capital. 


Q.—Will the shares of the Chicago Union 
Traction that did not participate in the reor- 
ganization become valueless after June 10? 

ns.—Chicago Union Traction should be 
turned in under the reorganization plan and 
the assessment paid before the time expires; 
otherwise the stock will doubtless become 
valueless, as the company’s assets will be sold 
out under foreclosure. 





If you wish to be 
placed in touch with a 


responsible house, write 
the TICKER, stating 
whether you are contem- 
plating investment or spec- 
ulation; what amount you 
have for investment, or in 
what size lots you wish 
to deal. 

Also state what large 
city is located most con- 
veniently to you, or if 
you have any preference 
in this regard. 





The Bankers Soliloquy 
With Apologies to Hamlet 


To be, or not to be, that is the question :— 

Whether ‘tis better to be square and 
honest, 

And live within our liberal salaries, 

Or to take the money of widows and 
orphans 

And invest in copper stocks, and lose it. 

For what end? For profit to ourselves, 

And by that profit to say we end 

Our pangs of hunger for the gold of 
others. 

"Tis a delusion devoutly to be shunned. 

To forge, to steal; perchance to go 

Behind the bars of jail; Ay, there’s the 
rub; 

For in that jail what thoughts may come 

When we have due reflection made, 

Must give us pause. There’s the respect 

That makes an honest banker think 

There are some laws. Shall we despise 

The threats of prosecution of Bonaparte, 

Or with the money stolen buy our free- 
dom? 

Can we not quickly end our wild ex- 
istence, 

With a bare bodkin and soon forgotten 

> 


Who cares a farthing for the confidence 

Of depositors in Banks, so we but make 

A million over-night? Can we not flee 

To that non-extraditing country from 
whose bounds 

No forger returns—the dread of which 

Makes us rather share the spoils with 
others, 

And risk a trial in the courts? 

Thus greed for gold makes rascals of us 
all; 

And thus the Banks are looted every- 
where, 

And every enterprise of worth and merit 

With this regard is paralyzed and 

wrecked, 

bankers 
PANIC. 


And call it ROOSEVELT 


God helps the sailor, but he must row. 


The professional tipster’s favorite.— 
Dodo pfd. 


Keep your hook always wet, and you'll 
get a fish. 



























































New Books 


Comments on the Latest Publications Relating to the Markets 


Tue BANK AND THE TrEASURY.—A new 
work on Bank Capitalization and the Problem 
of Elasticity, by Frederick A. Cleveland, 
Ph.D., Professor of Finance in the School of 
Commerce, Accounts and Finance, New York 
University. [Longmans, Green & Co., New 
York. ] 

The author. of this volume, in summing up 
recent financial history, points out the dan- 
gers in the proposed readjustment, and pleads 
for a scientific method of determining the 
character of banking legislation needed to 
protect the country from panics. He cites the 
elements of certainty in the Problem of Elas- 
ticity and gives as his conclusions the follow- 
ing : 
1. That the dominant demand in time of 
credit strain is a demand for money which 
the banks are unable to supply except at the 
expense of a very great contraction of com- 
mercial credit ; 

2. That the present law which permits the 
issue of bank-notes was framed for the pur- 
pose of stimulating a favorable market for 
government bonds; that at the time of the 
formulation of the National Bank Act no 
thought was given to making either the cur- 
rency or the bank-credit circulation elastic, 
and that some provision should be made for 
increasing the elasticity of the currency as 
well as for increasing the elasticity of bank- 
credit ; 

3. That the means employed by the Govern- 
ment for encouraging the banks to invest in 
Government bonds (viz., permitting them to 
hypothecate the bonds purchased for their par 
value in notes, without the payment of in- 
terest on such notes sufficient to keep them 
out of circulation in times when they are not 
needed) encourages the banks to encumber 
their capital to such an extent that they are 
unable to obtain notes from the Government 
when needed except by borrowing Govern- 
ment bonds from savings banks and other in- 
vestment institutions; and that under the op- 
eration of the present law the only effective 
relief which may be given by the Government 
to relieve money-demands on the banks is 
through Treasury “deposits,” this being made 
possible only by permitting new forms of se- 
curity to be used as collateral. 

4. That the National Bank Act is defective 
in that it permits all the banks outside of the 


central reserve cities to loan their legal re- 
serves, and still count the loans as reserves 
for meeting obligations to pay depositors; in 
operation the reserve law only makes the 
banks interdependent, but also makes a large 
part of the money and credit of reserve in- 
stitutions available for speculation only, thus 
encouraging “margin trading” during periods 
of low interest rates, unsettling the invest- 
ment markets and endangering the whole 
credit system for the protection of which the 
reserves are created. 


How to Invest Money. By George Garr 
Henry, Vice-President of The Guaranty Trust 
Co., N. Y. [Funk & Wagnalls Co.] This book 
is an outgrowth of Mr. Henry’s personal ex- 
perience as an investment banker. Its object 
is the presentation of the simple principles of 
investment, such as would afford the reader a 
working knowledge of the various classes of 
securities available for investment, together 
with their relative adaptability to the require- 
ments of individuals. Some of the subjects 
covered are “General Principles of Invest- 
ment,” “Railroad Mortgage Bonds,” “Equip- 
ment Bonds,” “Real Estate Mortgages,” “In- 
dustrial, Public Utility and Municipal Bonds,” 
“Market Movements of Securities,” etc., etc. 
It is a book, the average business man, the 
experienced or inexperienced investor or the 
student of financial affairs would do well to 
peruse. 


Tuomas Gmson’s Marker LEtrers FOR 
1907.—This collection of letters, published by 
Mr. Gibson, is more than a mere record of his 
predictions and their outcome. It is a vindica- 
tion of the idea that the market can be fore- 
casted by a careful study of basic conditions. 

These letters present the facts, statistics, 
etc., from which his conclusions were drawn 
at the time, together with the mental process 
by which definite opinions were arrived at. In 
brief, the results of Mr. Gibson’s work for 
1997 is as follows: 

In February last, after being arrayed on the 
bull side of the stock market for a number ot 
years, he became decidedly bearish and pre- 
dicted that stocks would gradually but surely 
seek a lower level. e reasons for this 
change of attitude were fully set forth. 
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His bearish attitude became more intense, 
until, on February 16th, he made this state- 
ment: “We are on the eve of a big decline.” 
In looking over his letters of this period, one 
might almost say, “How sound and reason- 
able are these deductions; | might have fig- 
ured this out for myself.” 

Here is one of Mr. Gibson’s strong points: 
He does not resort to tips, based on clairvoy- 
ancy—he digs for vital points in the financial 
situation—points which are available to every 
man, and draws his conclusions therefrom. 
To quote from one of his recent letters: 

“The way to make a business of specula- 
tion is to study basic conditions and prospects 
and the standing of individual corporations. 
Instead of watching fluctuations, they may be 
disregarded altogether. They are of no im- 
portance. We can hear the wiseacres saying 
every day, ‘The market looks strong,’ or, ‘The 
market looks weak.’ The market always 
‘looks’ strong, while it is advancing, and vice 
versa; and there are few sessions in which it 
is not alternately weak and strong a half 
dozen times. 

“Another point about making a business of 
speculation is, that fair returns orly can be 
expected. Thousands are ruined annually by 
over-speculation. It is much better to make 
$5,000 in a year on a capital of $10,000 than 
to make $25,000 in the same period on the 
same capital. This may sound anomalous, but 
it is true; for in the first instance, correct 
methods have been employed and future suc- 
cesses are reasonably assured, while in the 
second instance ultimate failure is practically 
certain. 

“I make the above statemerts in order to 
define my position clearly. I do not believe 
in daily or even weekly operations; and in 
forecasting the future I refer to material 
movement only.” 

He weaves in with his letters a lot of in- 
structive matter which should be closely read 
by anyone owning or trading in a share of 
stock. In fact, this collection of letters is an 
education in itself. For example, the follow- 
ing: 

“The trouble is, traders get excited when 
they see prices crumbling and, fearing they 
will never have an opportunity to sell again, 
they rush in at the bottom. And that is not 
the worst part of it; they get the ‘get rich 
quick’ bee in their bonnets and sell one thou- 
sand shares where they had no business sell- 
ing more than one hundred. They forget that 
speculation must be conducted along business 
lines if it is to be successful. I want to say 
most emphatically that the man who over- 
speculates, who makes rash commitments 
which he cannot protect, cannot possibly suc- 
ceed for any length of time. It doesn’t mat- 
ter what the market does, or which side he 
trades on. He will bankrupt himself in any 
kind of market that ever occurred since the 
establishing of the stock exchange. The peo- 
ple who think they can ‘beat the game’ by 
trading both ways in one period, or by trad 
ing so heavily as to be distressed by natural 
or manipulated movements, had better change 


their methods or quit—they are chasing a will- 
o’-the-wisp. 

Anyone who followed Mr. Gibson from 
February until August must have made big 
money. He changed his position at that time 
and advised buying the good stocks on fur 
ther declines; this, however, is nothing to his 
discredit, as he does not attempt to call the 
turn in the market. Those who bought in 
August and bought more on the scale down, 
have doubtless profited handsomely. 

An important feature is the amount of sta 
tistical matter upon market swings, earnings, 
dividends, crops, ete., ete., incorporated into 
these letters at points where they can best be 
used to show the strength or weakness of the 
situation. 

Some people have criticised Mr. Gibson on 
the ground that he did not predict the No 
vember crash. It seems to us that no one 
could have forecasted this, any more than that 
they could have predicted the lowest eighth 
at which Union Pacific would sell. In his let 
ter af August 24th, Mr. Gibson said: 

“The market is too low to make short sell 
ing safe. Even if we are to have a general 
decline of ten points more, it is infinitely 
wiser to await that decline and buy on it or 
to average transactions down, than to persist 
in trying to take the last few points of a 
market which has already suffered severely. 
It is that form of greed that usually puts the 
bear operator out of business in the long run. 
They never see the bottom. Whatever the 
long future may hold, it is my opinion that for 
the present purchases on declines are decided 
ly the best policy.” 

This is hitting it about as near right as 
can be done by the use of human judgment. 

Mr. Gibson’s work differs from his con- 
temporaries, inasmuch as he is thoroughly sin- 
cere and makes no claim as to the position of 
psychic powers, nor does he pretend to be 
infallible. The position he occupies is that 
of a market “diagnostician,” who labors in 
behalf of those who have neither the time, 
disposition nor knowledge to do such work 
for themselves. He is not to be mentionéd 
in the same breath with the “tipsters” who 
infest Wall street and whose only custom 
ers are “suckers.” 

As to whether Mr. Gibson meets with the 
same success in the future that he has en 
joyed in the past, there is no guaranty, but it 
would appear from his methods that the lit 
erature issued by him should prove of in 
creasing value to those interested in the stock, 
cotton and grain markets. 

Tue Ticker PustisHinc Company. 

Gentlemen :—Will you please accept a vol- 
untary testimonial to the merits of your last 
Ticker? In my opinion it is your best num- 
ber, and its excellence prompts me to express 
my appreciation of the issue. I have been 
subscribing for it since it first appeared and 
I take pleasure in saying that it improves with 
each number. All the articles are fine. 

Very truly yours, 
Curistopuer A. SHEA. 
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ADVERTISING RATES. 


One Insertion. 


Half Page 
Quarter Page 
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Every sixth insertion free. 


Smallest advertisement accepted, one inch. 
Preferred positions and inserts, subject to 
special rates. 

Objectionable advertisements absolutely re- 
fused. 

Under no circumstances will we accept ad- 
vertisements offering oil, mining or other 
highly speculative securities. 


DUPLICATE COPIES 


We make special terms to brokers and 
others purchasing quantities of the same issue. 


The Problem Story Prize Offer. 


T has been difficult to decide the prize 
I winners in the problem story con- 
test. The more one studies this 
problem the greater appears the 
necessity for a Supreme Court decision, 
rather than a trial by jury, by p: 
vote or expert opinion. 

Without attempting to decide the ques- 
tion as to “Who Gets the Profits,” it ap- 
pears to us from the facts in the case 
that the owner of the bonds was fully 
protected, inasmuch as he knew the num- 
bers of his bonds. As soon as the Street 
received notice that these bonds had 
been lost, they became non-negotiable, 
and the person holding them was obliged 
to return them to the rightful owner. 

The daring speculator had not acquired 
title to the bonds; in no sense, therefore, 
had he a right to use them. As he was 
totally without responsibility, the brokers 


were unconsciously placed in the position 
of accepting a non-negotiable security 
from an irresponsible person. 

It must be perfectly clear to any one, 
therefore, that the brokers “held the 
bag.” 

It is an unwritten law in Wall Street 
that those placed in a position where 
they would suffer loss (if there be a 
loss), are entitled to profits in the same 
proportion as their possible losses. This 
is the rule governing all transactions be- 
tween brokers on the Floor as well as 
in the majority of cases where disputes 
arise between brokers and clients. 

So, if the contestants, and our readers 
will pardon us, we will submit our opin- 
ion ; namely, 


THE BROKERS WERE ENTITLED 
To ALL PROFITS IN THIS TRANS- 
ACTION. 


We should like to select the best let- 
ter from the five which entitle their own- 
ers to prizes, but this is too difficult a 
matter. 

The prize winners are:—Paul Foers- 
ter, whose letter appeared in the April 
Ticker; Thos, Tinsley, Aaron Mayer, 
Leopold B. Pollak and W. H. Rosswell, 
whose letters were reproduced in the 
May number. 

Many of the contestants spoiled their 
chances by extending their letters over 
the hundred-word limit. 

Some of those whose letters have al- 
ready been reproduced, and others who 
deserve special mention are: Albert Mc- 
Clave, Keith Stewart, W. E. Handy, 
Edw’d. R. Nadelhoffer, H. M. Butler, 
D. C. Harrower, A. M. Frantz, Walter 
Lockhart, Dan’l H. Kassall, M. T. 
Lyons, M. A. Phillips, Joe Blanfox, H. 
F. Gordon, Ralph W. Wentworth, G. E. 
C. Buffington, J. L. Philbin. 

Figuring in percentages, the votes 
were as follows: 

In favor of The Finder 

In favor of the Owner 

In favor of the Broker 

Equal division between broker and 
finder 
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